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WEDNESDAY, Fepruary 2, 1955. 
NATIONAL CAPITAL HOUSING AUTHORITY 
WITNESSES 


JAMES RING, EXECUTIVE DIRECTOR 

CONRAD M. JONES, COMPTROLLER 

LOUIS N. MOORE, BUDGET OFFICER, NATIONAL CAPITAL HOUSING 
AUTHORITY 


Amounts available for obligation 


(Balances for June 30, 1954, are as certified under sec. 1311, Public Law 663 


1954 actual | 1955 estimate | 1956 estimate 


depEagcs Secesb enbeese see Ame 


Appropriation or estimate. -_.._.........-_----- = $43, 000 $43, 000 | $37, 000 
Unobligated balance, estimated savings.---.--.-- —6, 000 
Obligations.ineurred -...............--..- 37, 000 43, 000 37, 000 





Obligations by activities 


Maintenance and operation of title I properties: 





2 pe ed he wee $37, 000 
1055_-- ok 4 - f 43, 000 
Weegee ue , — 37, 000 
Obligations by objects 

Object classification 1954 actual | 1955 estimate | 1956 estimate 

Total number of permanent positions ; 6 6 6 
Average number of all employees. _- 6 6 | 5 
Number of employees at end of year... _- 6 6 6 


Average salaries and grades: 
General schedule grades: 


Average salary --- bs hi $3, 791 $3, 830 $3, 973 
Average grade __ ‘ GS-4.2 GS+4.1 GS+4.4 
01 Personal services: 

Permanent positions _- ‘ $21, 890 $19, 147 | $18, 431 
Payment above basic rates ‘ | 926 826 | 54: 
Total personal services , 22, 816 19, 973 18, 973 
i: RE ‘ 64 : 46 47 
04 Communication services 215 182 238 
05 Rents and utility services 2, 904 3, 255 4, 696 
06 Printing and reproduction : 61 35 62 
07 Other contractual services 3, 513 4, 189 2, 204 
US Supplies and materials 6, 001 7, 505 7, 450 
09 Equipment 1, 426 3, 715 3, 330 

10 Land and structures 4, 100 
Obligations incurred 37, 000 43, 000 37, 000 


(1) 
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Analysis of expenditures 
(Balances for June 30, 1954, are as certified under sec. 1311, Public Law 663) 


1954 actual | 1955 estimate | 1956 estimate 


Obligated balance brought forward $4, 007 ; $11,365 
Adjustment in obligations of prior years ll 
Obligations incurred during the year 


41, 018 
Obligated balance carried forward —8, 968 —11, 365 


Total expenditures | 32, 050 40, 603 


Expenditures are distributed as follows: | 
Out of current anthorisations. ........<...<cccs-seaccsascce 28, 111 33, 603 
Out of prior authorizations | 7, 000 


Mr. Tuomas. The committee will come to order. 

It is nice to have with us on the majority side our friends, Mr. Evins, 
of Tennessee, and Mr. Boland, of Massachusetts. They are most wel- 
come, and are oldtimers with us here in Congress. 

On the minority side we have our friend, Mr. Vursell, of Illinois, 
and Mr. Ostertag, of New York. They are also oldtimers here in the 
Congress. 

The work of this subcommittee is not brand new to any of them; 
they are all well trained and seasoned, and we are looking forward to 
being associated with them, and I know they will make valuable con- 
tributions to the work of the committee. 

We have with us this morning the National Capital Housing Au- 
thority, and it is nice to have with us Mr. Ring, the Executive Di- 
= Mr. Jones, the comptroller ; and Mr. Louis N. Moore, the budget 
officer. 

Will one of you gentlemen, or any of you, proceed with any state- 
ment which you may have? 

Mr. Rine. Mr. Chairman, I have a brief introductory statement with 
respect to the presentation which the Authority wishes to make today. 

Mr. Tuomas. All right; you may proceed. 


GENERAL STATEMENT 


Mr. Rina. We have before the committee a request for an appropria- 
tion which covers the operating costs of a small fraction of the Author- 
ity’s total program. 

The Authority, as the subcommittee knows, operates as the local 
Public Housing Agency for the District of Columbia, and the item 
before the subcommittee today reflects the anticipated costs of the 
small group of properties that the Authority developed during the 
years of 1935 to 1938 under title I of its program. 

Mr. Tuomas. Mr. Ring, let me suggest that you file your statement, 
and let us now get down to the general questioning. 

Mr. Rine. That is fine, Mr. Chairman; I appreciate that, sir. 

(The statement referred to is as follows :) 

The greater part of the Authority’s work is performed under title II of its 
act, which authorizes it to receive the assistance of the Public Housing Admin- 
istration in the development and management of low-rent housing. The oper- 
ating expenses of the Authority for its title II work are met by operating 


receipts, in accordance with budgets approved by the Public Housing 
Administration. fs 
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The only annual appropriation directly received by the Authority is the amount 
requested of Congress in the Federal budget for the maintenance and operation 
of our title I properties. The revenues from these properties, which exceed 
the appropriation by several thousands of dollars annually, are deposited by 
the Authority in the Treasury. 


Trrte I Actrivirres 


Mr. Tuomas. Gentlemen, this covers what we call title I and title 
II, which is really a part of the District of Columbia Alley Dwelling 
Act. 

What we are concerned with now is title I, dealing with appropri- 
ated funds, and the appropriated funds for maintenance and operation 
and repair of some 112 units under title I. 

The other part of the act is title II, and that covers some 5,800 
units, broken down into 3 classifications into what we call regular 
public housing, war housing, and veterans reuse projects. 

The Treasury authorization comes out of what we call the old 
subsidy under Public Housing; it comes out of the Public Housing 
Authority to the tune of roughly $2.2 million for the 5,800 units. 
However, the problem before us right now is for appropriated funds 
dealing with 112 units, and at this point in the record, Mr. Reporter, 
1 wonder if you would be good enough to insert the tables on pages 
2 and 3 of the justifications, which shows the operating income from 
these 112 units, which is broken down into dwelling units, and some 
rental business properties. There are about three of those, as well 
asI recall. It shows the operating income for 1954 for these 112 units 
as being $58,310; for 1955, $55,759; and for 1956, $56,808. 

The operating expense for those 3 years is $37,000 for 1954; $43,000 
for 1955, and $37,000 estimated for 1956 fiscal year. 

They estimate that they will have approximately $20,000 in excess 
of revenue of operating expense, but I would point out that does not 
include construction costs, nor interest, but you do make some con- 
tribution to the District of Columbia in lieu of taxes? 

Mr. Moors. Not on title I property. 

Mr. Tuomas. You do not make any contribution to the District 
of Columbia in lieu of taxes on title I property ? 

Mr. Moore. No, sir. 

In regard to the construction development costs, these properties 
yee pail back in 1941, as well as I remember, and 1942; is that 
right ? 

Mr. Rine. The properties under consideration today ? 

Mr. Tuomas. The title I properties. 

Mr. Rina. No, sir; they were built between 1935 and 1938. 

Mr. Tuomas. They were built at a construction cost of $568,519, 
and the business properties which go with it includes garages and 
shops, at a cost of $61,295, and this involves appropriated funds. 

Their funds from rents and revenues are returned into the Treasury 
on a monthly basis, and the amount of money which you are requesting 
for this year is $37,000; is it not? 

Mr. Moore. $37,000; yes, sir. 


Bupcet JUSTIFICATION DaTA For Fiscan YEAR 1956 


Mr. Tuomas. Mr. Reporter, at this point in the record would you 
please insert the pages of the justification that I have indicated. 
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(The justifications are as follows :) 
JUSTIFICATION FOR APPROPRIATION REQUEST, FISCAL YEAR 1956 


The National Capital Housing Authority was established in 1934 under terms 
of the District of Columbia Alley Dwelling Act (48 Stat. 930, amended by Public 
Law 733, 75th Cong.). In accordance with this law the Authority is the local 
public housing agency in the District of Columbia and has as its financial objec- 
tive the assurance, at the least practicable cost to the Government, of an adequate 
supply of dwellings for families or persons of low income whose housing needs 
are not met by private enterprise. The Authority seeks to provide dwellings 
without profit or loss except for subsidy provided by law to reduce rents below 
cost level. 

As the local housing authority in the District of Columbia our general objectives 
are: 

1. A city rid of all its slums. 

2. A city with good dwellings for all its people. 

At July 1, 1954, the Authority had the following dwelling units available for 
occupancy : 

Number of 
Program dwelling units 


RELY: TE Ps CI RR i cies dni ecto cine ae aa ee ee 112 


Title II: 
Low rent housing 
War housing 
I sas aR tan ies mihi odd Aaa aces sao Dark wi ican Ce ce ae 


Total title IT 


A I I ii sei spinnin adsaemra anna waaay ean eran a aes 5, 940 


The title I program, consisting of 112 dwellings and commercial units on four 
sites, is the only part of the Authority’s operations requiring a direct appro- 
priation. This appropriation is less than revenue derived from operation which 
is covered monthly into the Treasury. Actual income and expense for fiscal year 
1954 is compared below with estimated income and expense for fiscal years 1955 
and 1956: 


1955 esti- 1956 esti- 
1954 actual mate mate 





Operating income_.- ics ivi Aenea iiniintins saa tatans Miecaa Melaka tiea at $58, 310 $55, 759 $56, 808 
aig Ries Sone n ea i elec bal rceeateie a 37, 43, 000 


Operating expense __------ 37, 000 


Net income : | 21, 310 | 12, 759 | 19, 808 


The title II program consists of the operation of all other housing and includes 
the proposed development of approximately 3,084 additional units of low rent 
housing. Title II activities are supervised by the Public Housing Administration 
and are financed by loans serviced from rental income and subsidy. Since no 
direct appropriation is required, supplemental reports and business type finan- 
cial statements covering title II activities are included in the budget submittal 
for information. 


TITLE I ACTIVITIES 


Under title I of the Alley Dwelling Act the Authority operates 112 dwelling 
units and 30 nonresidential units (considered to be equivalent to 5 dwelling units 
for management purposes). In accordance with language contained in annual 
appropriation acts since 1948 all expenses have been paid from direct appropria- 
tions and all receipts have been covered into the Treasury. 
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5 
Schedules pertaining to title I operations follow: 


Title I properties 








| ti | Develop- 
Units ment cost 
Dwelling properties: } 

RN PRE CRMEOUNIIIEED o.oo oe rec cade ccncsaccnncscuceunen ie ets ll 27, 586 
Hopkins Place (new) ----------------- dus bpiaalasnsekvnthee ira | 12 46, 312 
I ie te wi edna pkeubicacdeneees snes names aaah eas 16 118, 494 
St. Mary’s Court Apartments a cha a li a 24 140, 000 
V Street houses____- coh ig rtae tne Skane see a aemeeaieeare aes 18 97, 573 
Williston Apartments. Pee eaiddedewinvoncer’ naka ating 31 | 138, 554 
sic ai a tes oe elena keen gh otin tin wisi eauge situs 112 568, 519 

Nonresidential properties: Te eee 
UN ERIE MINION 25 On 8 Se a neus Solano macaw eeuans ae a 5 9, 728 
PINE COUNT (RRDRIIDS on ian cnn ccwcnses ecmninesue sinensis dan Al ae aac ied 17 26, 927 
DEG OPES CDs nn cscecescandcae cents uiecevseemaad Cihaaacn 1 9, 762 
Stanton Court (garages) ---- S ahaa akinesia pecan eae as 7 8, 247 
Valley Street, square 275 (v OOIMNID Sh SSSR SS SIRS ectig gui duceniv st vna babe ; 6, 631 
in tele etie an came Sinnh aes. emer ve eeneaame es gaan oat Guvenol 30 61, 295 
anal Wah erent so oiina is cctevectaas sosecnwcuts vosipalaa’, | 442} ~—s«629,814 


Nov. 12, 1934,] July 1, 1954, | July 1, 1955, 


to June 30, | to June 30, | to June 30, Total at 


| June 30, 1956 











1954 | 1955 1956 
eae 

Nememieii tae oie I. J Ay oh $1, 200, 437 | $43, 000 | $37,000 | $1, 280, 437 
Less: | | 

Reversion of unexpended balances_-.-.-____ | (108, 032) (1, 788) (6, 000) | (115, 820) 

Receipts deposited into Treasury (?)____-- (595, 606) | (55, 709) (56, 858) | (708, 173) 

Transfer of O’Brien Court (').......-------| (119, 000) | - - . } (119, 000) 

IR cet coco caiceadel da 377, 799 | (14, 497) (25, 858) 337, 444 
Additional amounts to represent transfer of | 

O’Brien Court at appraised value !.._______- (441, 400) |--_-- : ae (441, 400) 

Net Federal capital invested in title I | | 
properties at June 30, 1956_._....-____-- | (63, 601) | (14, 497) (25, 858) (103, 956) 


1 Public Law 156, 80th jute authorized transfer of O’Brien Court to Red Cross at appraised value 
without exchange of funds. 
2 Includes cash in transit deposited in subsequent years. 
Reconciliation of operating income with Treasury receipts 








a Estimate Estimate 
» € ¢ 
Actual 1954 1955 1956 

Operating income during year---_.---- . ais 6 ate $58, 310 $55, 759 $56, 808 
Plus: | | 

Prior year receipts deposited during current year on 5, 536 | 9, 400 4, 847 

Net increase in prepaid rents aro 64 F 

Net decrease in accounts receivable -------- 177 250 100 

Prior year adjustments. -.-- 100 | : 

Court costs (paid by tenants but not included in income) __} 70 50 | 50 

Total additions. -___..--- “= : | 5 47 9, 700 4, 997 

Less: | 

Current receipts deposited in subsequent year - - -- ‘ 9, 400 4, 847 | 4, 700 

Uncollected accounts during year-............-----------.| 210 | 150 | 100 

Net decrease in prepaid rents_.._..-.......--------- ; 200 | 





Total deduction. --------- i enigiea Aik Gatonrt : | 9, 610 a 5, 197 | 4, 800 
| 


EOMEE RUOMDIEY TOOCIIWD vo ain sive s cocecccscseets 54, 647. | 60, 262 | 57, 005 
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Statement relating appropriation estimate to current appropriation 


1954 appropriation 
1955 budget estimates (submitted to Congress) 


1955 appropriation in annual act 

Deductions: 
I I ai eine nceticieniaeseecevetie atin ea Aang bi apie aaa dae 
Nonroutine cost 


Subtotal 
Additions: 
I IE iis cams ites chica ap aap ae ce Etec tails 
Nonroutine cost 


Total estimate, 1956 


Analysis by activities 


| 
Activity 1955 Deductions 





Base cost: 
tI GRE. cua nnd ebckneseiieniaeua 
2. Janitorial service 
3. Utilities . wi a eabaha 
4. Routine repairs, maintenance, and replacements. | 


TD PID BO 6 en ncnds ecisdons iccntasnewands 





Nonroutine cost: 
1. Major repairs and replacements_-..........-...-- 6, 671 6, 671 
2. Operating improvements 5, 915 | ee 


Total nonroutine cost......-..-- Sait wee 12, 586 12, 586 6, 364 











Total appropriation or estimate | 6, 866 


Before preparing the 1956 cost estimates the properties were carefully inspected 
to determine the repairs and maintenance necessary to assure the occupants of 
decent, habitable dwellings, and to protect the investment of the Government in 
the properties. The inspection revealed that structures and grounds would be in 
generally good condition by the end of the current budget year. Ranges, water 
heaters, and space heaters are in poor condition as a result of age and our budget 
estimates provide for an unusual number of replacements. 

Cost estimates included in the 1956 appropriations request are based upon 
August 1954 cost levels. Labor-hour requirements are based upon experience. 
Those items requiring special skills or equipment are scheduled for performance 
by contract at cost levels experienced during June 1954. 

The estimated savings from installation of gas-fired water heaters at centrally 
heated properties, now completed, will be substantially offset by the increase in 
water rates which became effective August 1, 1954. Therefore we expect our 
future appropriation request to average approximately $39,000 per year with 
nonroutine expenses causing variations from the average. Our forecast of antici- 
pated expense for fiscal years 1956, 1957, and 1958 is compared below with the 
actual cost of fiscal year 1954 and the appropriation for fiscal year 1955. 


1954 actual $37, 000 | 1957 estimate 
1955 appropriated 43, 000 | 1958 estimate 
1956 estimate 


The above estimates include provision for normal operating cost as well as 
foreseeable nonroutine items such as replacement of dwelling equipment and 
exterior painting. No provision is included for general changes in economic 
conditions or for unforeseeable nonroutine expenses such as repair of fire dam- 
age, replacement of deteriorated structural members, and major replacements 
to central heating systems. 

For budget presentation purposes expenses incurred in operating title I prop- 
erties are divided into two general classifications: 








— a) 


o 
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(a) Base, or routine, costs include those expenses which must be paid if the 
properties are to be operated such as management expense, utilities, janitorial 
services, and normal repairs and replacements. Base costs are not subject to 
wide variation but are affected by changes in salary rates, utility rates, and gen- 
eral changes in economic conditions. 

(b) Nonroutine costs include major repairs, replacements, or additions occur- 
ring only once or at infrequent intervals such as exterior painting, roof replace- 
ment, replacement of dwelling equipment, and capital additions. Nonroutine 
costs by nature are subject to wide variation from year to year. The variations 
affect our appropriation request because we are not permitted to establish 
reserves during years of low operating costs to help defray abnormal costs dur- 
ing years having a concentration of nonroutine items. 


(a) Base costs 

A net increase of $222 is estimated for fiscal year 1956. This increase is the 
net result of many small changes in estimates which are discussed below by 
major account: 

Management exrpense.—The general administrative expenses of the Authority, 
including salaries and other costs, are divided between our development and 
management programs on a workload basis. The management program share 
of this expense is then prorated monthly to properties, including title I, on the 
basis of dwelling units under management at the time. Our 1956 operations 
contemplate completion and acceptance for management of new properties from 
the development program. Since completion dates cannot be accurately esti- 
mated our administrative staff may vary somewhat in size during the budget 
year but costs will continue to be approximately the same for each unit under 
management. 

Title I management expense estimates are based upon the $5.78 per unit-month 
cost approved for fiscal year 1955 operations by the Public Housing Administra- 
tion. The disposition of war housing has resulted in considerable readjustment 
in our organization which is reflected below in the comparison of the approved 
fiscal year 1955 request with the request for fiscal year 1956: 





1955 approved 1956 request 
Account 
Per unit Per unit 
Cost month Cost month 
IE a vlna canatncouscadccantonwednneanseaanke $3, 089 $2. 20 $2, 823 $2. 01 
Ce es in ola tise ane dwradaee teniedanewamminnniwwne 3, 285 2. 34 3, 635 2. 59 
BA, OUI TRE occu canscennensconnecatieusechssaesl 365 . 26 408 . 29 
Cor tn Oe OUI io ei acidic nticncnccdccnucaceeces 253 .18 225 -16 
Ce IID occ cu owcvcocesacsc-cenenseeee 1,011 ‘3 1, 023 .73 
Dk dedwe tibia cdutbanukivstendéaweaweccskuunnaduee 8, 003 5. 70 8, 114 5. 78 


Operating services.—The entire increase of $272 in this account can be at- 
tributed to within-grade promotions and to utilization of employees having higher 
annual salary rates than those included in our fiscal year 1955 budget. The 
higher annual salary rates result from a general shifting of maintenance em- 
ployees due to war-housing disposition and the retention of employees having 
longer service records. 

Utilities —The following tabulation compares the approved fiscal year 1955 
utility estimates with the amounts requested for fiscal year 1956 operations: 


Approved Requested sree (+) 
1955 19. 


decrease (—) 

$1, 633 $2, 834 $1, 201 
594 615 21 
340 540 200 
3, 150 2, 902 — 248 


4, 186 3, 131 —1, 055 
ee 
9, 903 10, 022 | 119 
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Water.—The District of Columbia on August 1, 1954, substantially increased 
the rate charged for water. In addition to an increase in the water rate, a sewer 
charge amounting to 50 percent of the water bill, also became effective. The 
amounts contained in the 1956 estimate are based upon the average consumption 
of water during the past 3 years computed at the revised rate. 

Electricity—No comment. 

Gas.—Fiseal year 1955 gas consumption estimates are predicated upon utiliza- 
tion of gas for heating water at St. Marys and Williston for only 3 months while 
fiscal year 1956 estimates are based upon utilization of gas for the same purpose 
for 6 months. 

Fuel.—F uel estimates for fiscal year 1956 are based upon actual consumption 
during the heating season beginning October 1953 and ending April 1954 com- 
puted at present price levels. 

Heating labor.—Fiscal year 1955 heating labor estimates included a provision 
for supplying tenants at Williston and St. Marys with hot water from coal- 
fired central heating plants for at least half of the nonheating season. Estimates 
for fiscal year 1956 reflect the savings to be realized by utilization of the auto- 
matic gas water-heating equipment. 

Routine repairs, maintenance, and replacements— 

The $280 decrease in the routine repairs results from the increased replace- 
ment of household equipment (nonroutine cost) which in turn reduced the an- 
ticipated normal replacement of defective parts. 


(b) Nonroutine costs 
Major repairs, maintenance, and replacements and other expenses of non- 
routine nature are listed below by property: 


Hopkins Place: 
$200 
Replace 50 window screens 
Replace 2 wooden porches with concrete 
Reniace lHnolewumy® Rietiebes.s cid one ceneendwso 
Replace 12 water heaters 
Replace 12 ranges 
Jefferson Terrace: 
Repair barren court area 
Install conerete aprons at walk entrances 
Samant 5 A ascetic ccc heciigs sisaiiteiacicipeistelaicsidilbbcntbticbaiaeitiniataiels 
Install linoleum, 3 kitebens, 2 baths............. ~~ <..+..-.necnns 
Replace 5 water heaters 
Provide lawn mower for tenant use 
Replace 3 ranges._........__. as I Eat ara ca 4 Te ees 


St. Marys Apartments: 


Repair and cover 4 bathroom floors with linoleum 
Repair roof (1 unit) 
Replace 1 entrance door 
Replace 1 commode and flush tank 
Replace 1 range 

V Street: ; 
Replace dead shrubs in protective barriers 
Replace 5 door, 40 window screens 
Replace 3 water heaters 
Replace 
Provide 
Provide 
Replace 


Williston: 


Repair bank in rear of property 
Replace 6 screens 








) 
) 
) 
) 
) 
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Commercial properties : 


Replace flashing on garage roofs (Douglas Court) ~...._-__--__--__ 100 
TESA: WOW. - GTEE. bin ice eesti ink ee eee ee 120 
Total major repairs and replacements_..-..-_----------------- 6, 364 


TITLE II ACTIVITIES 


Title II of the District of Columbia Alley Dwelling Act designates the Authority 
as the local public-housing agency in the District of Columbia. As the local public 
housing agency the Authority was engaged in operating 5,828 dwelling units at 
July 1, 1954, and in developing 3,084 additional low-rent dwellings for future 
use. All activities under title II are conducted under the supervision of the 
Public Housing Administration and are included in the consolidated reports of 
that agency. 


Operating program 

The operating program of the Authority under title II of our act includes three 
eategories of housing operated under different financing arrangements, as 
follows: 

Low rent housing.—At July 1954 the Authority had 15 properties under man- 
agement and 2 properties under development containing units available for occu- 
paney. The properties are detailed on the following schedule: 


Title II low-rent properties as at July 1, 1954 

















| 
| Total 
| dwelling 
aoa units 
Under management: 
Statutory project H A PH-1055: 
Carrol!lsburg (United States ns Act of 1937) 314 
Ellen Wilson-. ; ‘ ; | 213 
Fort Dupont- 325 
Frederick Douglass. --- 313 
Kelly Miller- -- 169 
Total, HAPH-1055....-- | 1,884 
Statutory project N Y-195: eee 
Lincoln Heights anes d States manne Act, defense amendment) -_- | 440 
Barry Farm __. . 442 
James Creek- 279 
Parkside _ 373 
Stanton (United States Housing A Act of 1949) _- 348 
Richardson. - - --- 190 
Total, NY-195_- Lats 2,072 
War housing transferred to local ownership for low-rent use: | gies 
Knox Hill_-. , 7 | 250 
Stoddert - - + | 186 
Be ecdiinciwicsitiecrinwnn iol ‘ | 36 
Total transferred from war housing--- oe 472 
Low-rent transferred to local ownership: Langston (Emergency Relief Act)_-_- 274 
Total dwelling units under management-_-_-_-____-___- sade ; | Ng 4, 152 
} 
| 
Teel | Vaderesn.| completed 
ci i ae ei } units July | 
| units | struction 1, 1954 
Under development: Under construction contract: | | 
PE OM ns a ii anwibaccuundudesdnsind 246 246 
Sook «Oss. a0 nace cchaelandges ee 57 | 445 | 132 | 
me E rou : : “923 | 445 | 378 | 
| | ane 378 
Total low-rent units in operation at July 1, 1954_ : | | ‘ | 4, 530 
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The five properties designated as statutory project HAPH-1055 have been 
permanently financed by the sale of bonds which are serviced by rental income 
and Federal contribution. 

The six properties designated as statutory project NY-195 have been financed 
partly by sale of bonds and partly by the sale of loan notes which are serviced 
by rental income and Federal contribution. 

The War Housing and Emergency Relief Act constructed properties included 
on the schedule were transferred to local ownership during fiscal year 1954 for 
low rent use. Title to the properties was given to the Authority without ex- 
change of funds under an agreement which provides that net income, after ade- 
quate reserve provisions are established, is to be paid annually to the Public 
Housing Administration for 40 years. The absence of debt service obviates the 
need for Federal contribution. 

Properties still under development were included in the schedule for the pur- 
pose of showing total units available for occupancy. It is anticipated that 
Highland Addition will be transferred to our operating program October 1, 
1954, and that East Capitol will be transferred July 1, 1955. Construction of 
the properties is being financed by sale of loan notes. Upon completion the loan 
notes will be retired with funds provided by bond issue and sale of other loan 
notes. 

War housing.—War housing properties were constructed with funds supplied 
by the Public Housing Administration. The management agreement under 
which the Authority operated the properties provides that net income from 
operations be transferred quarterly to the Public Housing Administration. Only 
the following properties were considered to be part of our operating program 
at July 1, 1954: 





Property : Dwelling units 
III 7 stiri ea silent ia i ae 350 
I ces aie chiang esa lace AR mn 75 
I TI siaciiticciticnahenincinssvisintnssnibstcbicietlabisiailticiasns cali siaaeecatana ae 86 
I i iin ciesentictnisniinssiitteninitoniaiiaia iat eae EA Mea aa) 205 
TE rinsssiesenstina nin seston neetaiesinctbattirnnneiniiaitbnidaipaadeinnaiideadaaniaimadea as 143 

PI iar ss Scns api ka ae pe a ass 22 859 


1 Scheduled for transfer to local ownership for low-rent use by June 30, 1955. 
2 Scheduled for disposition by June 30, 1955. 
8 Scheduled for disposition by Dec. 31, 1954. 


At the request and under supervision of the Public Housing Administration 
the Authority is participating in the disposition of the following 13 war housing 
properties containing 1,877 dwelling units: 





Property : Number of units 
RN at aaah le a eA al 238 
NN I i ss aici tc fee ect a alec ee celal so oa cae 138 
POR AIT ON ti iidiiccccc ch Skoece tes ae 103 
ONE sasha tngacs cialig in nc psc csraa eminem elias aeons lela teat eee ee 205 
I ci ii i a ta aa a 164 
I cra hice Rae Nt 90 
NE ac saccnsstnih ciate eeseceenahapae eae cc da ie 499 
Nn To i is a wenger cans ance ee 32 
PTO SCID aia iis os irieiinic eta cmcancesee Db ee Ee Fe Ne ee 86 
Onwbal- Rewee a. a oii tn ec eee eae eeewecweteece: 20 
I< I i a a nla a 170 
CORTON: SN ci a al ee 92 
Se Tn rR Le ree re ee ee ee cea 40 

I a eesti ttc inne msn OE ee al aes 1, 877 


The structures located at the above properties were sold with the stipulation 
that they be removed from the site with the exception of Calvert which. was 
to be demolished. One other property, Cabin John Gardens (120 dwelling units) 
was transferred back to Public Housing Administration for onsite sale. 

Veterans re-use barracks.—The barracks were erected by the Public Housing 
Administration on sites supplied by the District of Columbia. Upon completion 
title to the structures was transferred to the Authority to be retained until the 
structures are no longer needed for housing. Upon determination being made 
that the units are no longer needed, title passes from the Authority to the Dis- 
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trict of Columbia and the District assumes responsibility for disposition. Net 
income from operation is paid to the Public Housing Administration annually. 

At July 1, 1954, 439 dwellings were included in our operating program. The 
units were under disposition and the last tenants were removed from the prop- 
erty during the early fall of 1954. Immediately thereafter the structures were 
turned over to the District for disposition. 

Construction program.—The progress of our development program under the 
Housing Act of 1949 is summarized below: 


Development program at July 1, 1954 





Dwelling 
Properties completed: units 
Ne ne ee cabbie dkdwd nena 348 
Gr nF NO b240 SE Boi iNi caWandihnies dutnesiia 190 
—— 538 
Properties under construction contract: 
I I i ns ie senate tins ticagnsn nin nln deepen eek wi 246 
SE He NR anti cS oeiddem cts hehilc denies adbealaeind 577 
823 
Properties under assistance contract: 
a eek a ii 612 
SNE IT ta sn Ss Sept ties tntaichleeiin tn inte ioc me eh icine rial ori eat cui mein entices 456 
—— 1, 068 
Properties under preliminary loan contract temporarily suspended: 
SN ick cc's ceca wise as ng Nias iain ntith ot nee cs thoes enn 400 
a2 W dinkunivind ange degendkadedimmatceiele saben isa tae 275 
EE ida teitasinliemaennnbinieniaasens awe igaeinmit 896 
—— Il, 571 
IER oittnindemscnnsndncusiinds dadicchsanedad 4, 000 


1 Construction starts anticipated during fiscal year 1955. 
2 Construction starts anticipated during fiscal year 1956. 
3 Site acquisition anticipated during fiscal year 1956. 


Design and cost data on current development program projects completed or under 








construction 
Stanton Highland : East Capitol dwellings 
dwellings dwellings Saieen 3 
(DC 1-14), | addition | (4-47) Sec I 


Alabama (DC 1-16), es 
Ave. and | Valley Ave. | @7,St and | (DC 1:18)..| DC 1-18, 





a Rd. | and 4 St. race NE Capitol Sts. sec. II 
ya NE 
A Wika ck tneewncbees 348 246 190 391 186 
Unit sizes: 
DE a cicupanebenosed mike: 20 0 0 36 0 
UTR. ccc anncedsmasucs 96 72 67 168 36 
NE kid os db ommnecas 136 124 80 118 39 
Ph acecccsondcascadees 56 36 19 53 94 
Sass 6 encdodcnstedcdas 40 14 24 16 17 
Total cost of dwelling construction 
and tenes tials ae bgt ab cae $3, 193, 992 $2, 433, 064 $1, 858, 101 $3, 336,259 | $1,931, 226 
Cost, dwelling construction and 
equipment per room-_-__--_.----- $1, 669 $1, 809 $1,778 $1, 672 $1, 732 
Total square feet, dwelling. ------ 328, 528 228, 614 174, 056 336, 715 189, 696 
Cost, dwelling construction and 
equipment per square foot ____- $9. 72 $10. 64 $10. 68 $9. 91 $10. 18 
Square feet of dwelling space by 
size of unit: 
Re icieas 32 oo aise 548 0 0 505 0 
snide xin breve mune when 749 689 723 732 732 
a cicadobidwnoukesoch 950 952 928 955 955 
@ DOs oc canccnevnn <wagens 1, 159 1,178 1,117 1,171 1,171 
BGO eos i stag 1, 289 1, 325 1, 253 1, 282 1, 282 








Before the end of the current fiscal year we expect to have DC 1-20 and 1-21 
under construction and to have entered into an assistance contract with Public 
Housing Administration for the remaining units in our original program reser- 
vation. Construction of the remaining units will probably be under way during 
fiscal years 1956 and 1957. 
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Trrie IT Actrvrttes 


Mr. Tuomas. Then, we come to the title II property which involves 
nonappropriated funds, and as well as IT remember, you have in the 
neighborhood of 5,800 units, and: of those, about 440 units involve 
veterans’ reuse units and about 860 involve war-housing units, is that 
correct ? 

Mr. Rivne. That is correct, as of July 1, 1954. 

Mr. Tuomas. What are those? 

Mr. Rrne. The veterans’ resue barracks originally totaled 896 units. 
Those have all been disposed of, and returned to the District govern- 
ment for demolition. We also have been active in the removal of all 
temporary war housing. 

Mr. Tuomas. After you have disposed of those reuse units, you 
still have 5,828 units on hand of all types? 

Mr. Jones. The figure of 5,828 includes 439 of the reuse barracks 
and 859 war-housing units which were still in operation at the time 
of the preparation of our budget. 


DISPOSAL PROGRAM 


Mr. Tuomas. How many more units do you plan to dispose of dur- 
ing fiscal year 1956? 

Mr. Moore. We plan to dispose of about 1,873 units in fiscal year 
1956, including those now vacant and not considered as being under 
management. 

Mr. Tuomas. Of what type? 

Mr. Moore. May I correct that statement ? 

Mr. THomas. Yes. 

Mr. Moore. We will be through with our disposition program be- 
fore the beginning of fiscal year 1956. We will have completed re- 
moving all of the temporary war housing and all reuse barracks. 

Mr. Tuomas. That involves about 1,800 units? 

Mr. Moorr. That is about 1,873 units. 

Mr. THomas. What do you plan to do With them and how are you 
going to dispose of them? 

Mr. Moorr. The method of disposition at the present moment pro- 
vides that as soon as the property becomes vacant, we turn it over to 
the Public Housing Administration, and that agency handles the dis- 
position including the sale and the removal from the site. 

Mr. Tuomas. You will turn over 1,800 units to them this year? 

Mr. Moore. Yes, sir; during this current fiscal year, some of which 
have already been turned over, and removed. 


PAINTING OF WAR HOUSING PRIOR TO DISPOSITION 


Mr. Tuomas. You are not going to paint any of them 30 days or 
60 days, like you did before, prior to the time you make disposition 
of them? 

Mr. Moors. No, indeed, sir. 

Mr. Tuomas. How much money did you spend on that paint job? 

Mr. Moore. $10,000. 

Mr. Troomas. Did you sell or give away the units, after you had 
painted them ? 
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Mr. Jones. They were sold. 

Mr. Yates. What did they bring? 

Mr. Tuomas. As I recall, they brought about $5,000, and it cost 
$10,000 to paint them. 

How many units were involved ? 

Mr. Moore. There were 170 units involved, located on Georgia 
Avenue, near the District line. 

Mr. Tuomas. You disposed of them at a cost of $5,000 and spent 
$10,000 in painting them? 

Mr. Moore. That is correct. 

Mr. TuHomas. Whose bad judgment was that? 

Mr. Moore. That was a culmination of bad judgment on the part 
of a lot of people. I have a chronological statement leading up to 
that actual paint job. It is very lengthy, but I would like this com- 
mittee to insert it into the record. 

Mr. Tuomas. What is in it; how long is it? 

Mr. Moors. It consists of 10 pages. 

Mr. Tuomas. It takes 10 pages to explain your action in spending 
$10,000 on painting houses, and then turning around and selling them 
6 months later for $5,000? 

Mr. Moore. Yes, sir; it does. 

Mr. Yates. I imagine it would. 

Mr. Tuomas. I suggest that you revise that downward, and cut it 
down about 950 percent, and place about half a page of it into the 
record. 

Mr. Moore. May we insert that in the record ? 

Mr. Tuomas. Not 10 pages. You may insert any justification with- 
in reason—a page or half a page—and we shall be glad to have it. 

(The matter referred to is as follows:) 


CONDENSED STATEMENT ON PAINTING WAR HOUSING PRIOR TO DISPOSITION 


The chairman’s question is based on a statement in the General Accounting 
Office report of audit of the National Capital Housing Authority for the fiscal 
year ended June 30, 1953, concerning the painting of certain war housing proj- 
ects—the Georgia Avenue houses in particular—in the summer of 1953, when 
early disposition was in prospect. During the entire 1953 calendar year, plans 
for removal of the projects over a 3-year period were in a state of continuous 
tentative revision, and it was not until November that the plans and schedules 
were completed and approved by PHA. NCHA concurs in PHA’s statement that 
the prevailing conditions, including the anticipated time the projects were to 
be operated, made the need for the painting apparent and justifiable. Without 
a crystal ball, neither PHA nor NCHA could foresee events that seem to justify 
criticism. 

The Georgia Avenue houses had last been painted in August of 1948, 5 years 
previously. Funds for painting had been justified and approved in the budget 
for the 1953 fiscal year. 

NCHA had been pressing PHA for approval of the earliest practicable dis- 
position of all temporary war housing. In March 1953, NCHA prepared and sub- 
mitted to PHA a disposition schedule for 17 projects containing about 2,600 
dwellings. The projects were grouped in three categories, showing disposition 
periods ending December 31 of 1954, 1955, and 1956, respectively. This schedule 
was prepared with careful consideration to such factors as the limited local 
supply of private housing for the many large families to be displaced, the struc- 
tural condition of the projects, and the attitude of landowners as regards con- 
sent, price, and period of extensions of leases on land underlying the projects. 
In this schedule the Georgia Avenue project was shown in category III (clear- 
ance by December 31, 1956). PHA was notified, however, that major repairs 
should be withheld pending outcome of negotiations for extension of land leases. 
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PHA replied on May 5 (the date of advertising for the bids on painting), 
requesting -an earlier date for site clearance. On June 16 NCHA submitted a 
June 30, 1955, clearance date, requested authorization to extend the land lease 
2 years (to June 30, 1955), and called attention to the need for painting and to 
a survey in process to determine the extent of needed structural repairs. On 
June 26, PHA authorized the lease extensions, but at a July 9 conference the 
clearance date was again advanced at PHA’s request, this time to December 
31, 1954. 

On July 14, after a physical inspection of the project by PHA representatives, 
a proceed order was issued to the painting contractor, instructing him to start 
work on July 22 on the contract dated June 30. 

PHA’s instructions to paint the project may have been based on its expecta- 
tion of sale of the project for on-site use. PHA had previously classified all 
demountable projects as “Permanent” and had drafted sales plans for on-site use. 
On July 29, after NCHA refused to permit such a sale, PHA requested NCHA 
to obtain from the Commissioners of the District of Columbia a statement of 
their views on the matter. On August 17 the Commissioners went on record 
as favoring removal of the buildings and opposing their sale for reerection in 
the District of Columbia. 

On August 21 NCHA recommended that structural repairs to the Georgia 
Avenue Houses, estimated to cost $22,500, not be undertaken, that intake of 
tenants be stopped, and that the disposition schedule not be changed. PHA 
approved these recommendations on August 28. Because of progress of the 
painting, the small credit that might be obtained by stoppage of the work, and 
protection of the ultimate sales value, the work was permitted to go forward 
to its final completion on October 17. 

On November 4 PHA requested another advancement of the removal schedule 
so that all projects previously set up for clearance on December 31, 1954, would 
be cleared by June 30, 1954. On November 13 NCHA submitted a revised 
schedule incorporating this request, and the revised schedule was approved by 
PHA telegram on November 18. The dwellings were finally removed on Novem- 
ber 18, 1954—more than a year after the painting had been completed. 


Mr. Rivne. Mr. Chairman, would you indulge me for just a quarter 
of a minute in connection with this? 

Mr. Tuomas. Certainly; we will give you all the time you want. 

Mr. Rive. I would like to say that I am glad this subject of painting 
of the Georgia Avenue houses arose, because it represents some of the 
paradoxical situations which arise in connection with disposition of 
a large number of war housing units. 

In the case of this particular property, at the time that the decision 
was made to paint that property, the properties in general were on a 
rather uncertain basis, so far as disposition was concerned. 

Mr. Tuomas. Who was responsible for that uncertain basis? 

Mr. Rive. Both this Authority, and the Public Housing Admin- 
istration. We were acting as management agent for the Public Hous- 
ing Administration in the administration of those properties. 

r. Thomas. They were built with Public Housing Administration 
funds; were they not ? 

Mr. Rina. No; those properties were built with allocations of 
emergency funds from the temporary shelter appropriations during 
the war; they were transferred to the Public Housing Administration 
in the course of World War II, and we continued as the management 
agent for the properties. 

Mr. Tuomas. It was a joint venture, then, between this Authority 
and the Public Housing Administration ; was it not? 

Mr. Rie. Yes, sir. 

Mr. Evins. Were these properties sold to the District of Columbia, 
or to private individuals ? 





Mr. Riva. No, sir; these properties were sold after advertising to 
private individuals. 

Mr. Evins. They were not disposed of to the Government of the 
District of Columbia? If the proerties had been disposed of to the 
District of Columbia, or to the Federal Government the situation 
might not have appeared quite so bad. 

Mr. Rive. Yes, sir. 


CONSTRUCTION OF NEW HOUSING UNITS 


Mr. Tuomas. How many new housing units, under the regular 
Housing Act of 1949, do you have under construction now? 

Is that number around 4,000? 

Mr. Ringe. No, sir. Approximately 1,175 of the 4,000 have been 
built. 186 are under construction, and 1,068 under assistance con- 
tracts are yet to be constructed. Approximately 1,571 units of the 
4,000-unit reservation were shelved. 

Mr. Yates. What do you mean by “shelved” ? 

Mr. Rina. They were put aside because Congress had directed the 
Public Housing Administration not to enter into any additional 
annual contributions. 

Mr. Tuomas. Your program called for 4,000 units and 1,571 of 
those units have been temporarily suspended; is that right? 

Mr. Rina. Yes, sir. 


COST OF CONSTRUCTION OF NEW UNITS 


Mr. Tuomas. What does this program cost you per square foot? 
Is it not an average of about $10 per square foot for construction costs? 

Mr. Moore. There is a tabulation of the construction costs on these 
projects on page 21 of the justifications. 

Mr. Tuomas. That cost will range from $9.72 to about $10.68, and 
I used the figure of about $10 per square foot. Does that figure include 
land costs and utility costs? 

Mr. Moore. No, sir; last year the committee, apparently, was 
specifically interested in the cost of the construction and dwelling 
equipment that went into the units, rather than the cost of the sites. 
So, this tabulation has been based upon construction and equipment 
costs. 

Mr. THomas. What is your turn-key job cost? The construc- 
tion cost of these units will average out at about $10 per square foot, 
and in addition to that you have your land costs also. 

Mr. Moore. The land costs are ranging from about 16 percent to 18 
percent of the total cost for projects now completed and under con- 
struction. 

Mr. THomas. That would represent, then, another $2.65; would it 
not? 

Mr. Moore. That is right. Land costs have averaged approxi- 
mately $2.65 per square foot of dwelling space. 

Mr. Tuomas. Does that include the utility costs such as the streets, 
sewer, water, and everything else, or does it just cover the land costs? 

Mr. Moore. Sixteen percent to 18 percent includes site development. 


68616—55—pt. 1——-2 
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APPLICATION FOR NEW UNITS UNDER HOUSING ACT OF 1954 


Mr. Yates. Your present program of construction includes only 
units which were authorized under the Housing Act of 19497 

Mr. Rive. That is correct, sir. 

Mr. Yates. Do you have an application for any additional units 
under the Housing Act of 1954? 

Mr. Riva. Yes, sir, we have. We have an application for 1,500 
units pending before the Public Housing Administration. 

Mr. Yates. Is that considered to be in addition to the 1,571 units 
which you said were shelved ¢ 

Mr. Rine. No, sir; it is not. 

Mr. Yares. The 1,500 units, for all intents and purposes, then, are 
affected ¢ 

Mr. Rine. The proposed allocation of 1,500 units would take their 
rlace. 

Mr. Yates. The 1,500 units would replace the 1,571 units? 
Mr. Rine. Yes, sir. 
Mr. Yates. The 1,500 new units are to be in substitution for the 
1,571 units which you had applied for under the old act? 

Mr. Rivne. That is generally true. On the basis of our best esti- 
mates, approximately 1,500 units will be needed for the reloc: ation 
of low-income families who will be displaced during the opening 
phases of the urban-renewal program here. 


URBAN-RENEWAL PROGRAM 


Mr. Yates. For the record explain what the urban-renewal 
program is. 

Mr. Rine. It is a program proposed for the District of Columbia 
which will involve not only the continued redevelopment of slums and 
blighted areas, but extensive rehabilitation by private enter ‘prise, code 
enforcement and such public housing as may be necessary in order to 
meet the relocation needs of displac ed low-income families. 

Mr. Yares. Has such a program been approved, as yet? 

Mr. Rine. The program has been presented to the District Com- 
missioners and the prospects are for approval. 

Mr. Yates. Who presented it to the Commissioners? Did your 
agency ? 

“Mr. Rive. No, sir; the program was presented to the Commissioners 
by a firm of consultants, employed by the Board of Commissioners. 
The consultants are Mr. James W. Rouse and Mr. Nathaniel S. Keith. 


Mr. Yates. This program is presently under consideration by the 
( ‘ommissioners? 


Mr. Rina. Yes, sir. 

Mr. Yares. Is this program in accordance with the provisions of the 
Housing Act of 1954? 

Mr. Rina. Yes, sir; it is. 

Mr. Yates. The 1,500 units of public housing which you are asking 
for are necessary in order to replace low-1 income families who will be 
displaced as a result of that program’s approval ? 

Mr. Ringe. That is correct. 





17 


Mr. Yates. Assuming that the program is approved, when will 
you need the units, or will you need the units whether the program is 
approved or not ? 

Mr. Rivne. Well, of course, the units would be needed regardless of 
the approval of the total program, because of the continuing work of 
the redevelopment land agency. 

The Authority already has rehoused approximately 240 low-income 
families, which were displaced by the Redevelopment Land Agency 
from its initial project area in southwest Washington. Further work 
of the Redevelopment Land Agency in the southwest will displace a 
considerably larger number of low-income families, and the Authority 
has been operating in close cooperation with the Agency in rehousing 
those people. 

Mr. Yates. I suppose this is a legal question, but as you understand 
the provisions of the 1954 Housing Act,-can there be an authority 
granted to you for the construction of 1,500 units without it being tied 
into the urban renewal program ? 

Mr. Rrine. No, sir; before any final approval is given, the Admin- 
istrator of the Housing and Finance Agency must be satisfied that 
there is a workable program in the District of Columbia. 

Mr. Yates. Assuming that the program is approved and your 
request for 1,500 units is approved, when will you need money in order 
to start that program ? 

Mr. Rina. We will need preliminary money, I should say, in the 
early spring of this year. 

Mr. Yates. Do you mean this year, or are you referring to the 
fiscal year ? 

Mr. Rina. I am referring to the current fiscal year. 

Mr. Yates. Fiscal year 1955? 

Mr. Rina. Yes, sir; because all the projects that may constitute the 
1,500 units must be under annual contributions contract by June 30, 
1955. 


COST OF OPERATION OF TITLE I PROPERTIES FOR FISCAL YEAR 1954 


Mr. Puiturrs. Mr. Ring, did you ever make out a balance sheet to 
show the income and the cost of this property, with all of the items 
involved in it, in order to show whether we lose or gain on our actual 
financial investment ? 

Mr. Jones. We do not have a balance sheet, sir, but we have on 
page 4 of the justifications a statement of the total appropriations 
from the Congress, the amounts we have turned back, and the net 
Federal capital investment in these properties, showing accumulations 
to date. 

Mr. Puiuirs. But that statement shows no allowance for obso- 
lescence, nor the condition of the properties, and so forth, and I 
would really like to see a business balance sheet on these properties 
which we are operating. 

Could you make up such a sheet ? 

Mr. Jones. We do not have that, but we can submit it, sir. 

Mr. Putiiirs. All right; make that up for us, please. 

Mr. Jones. Very well, sir. 
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(The matter referred to is as follows:) 
NATIONAL CAPITAL Housine’ AuTHOoRITY, ALLEY DWELLING Act, TITLE I 


Balance. Sheet, as of June 30, 1954 





ASSETS 
Cash: 
MOIRA ITE DUR cc ciciiies i 6 si gen igual enccutintiin a hick aatiarytanivants $16, 756 
Operating receipts in transit to Treasury_-__----------- 9, 401 
Demernl’ Withoiiitie C056 wot nn se en ene ine 36, 968 
Employees’ United States savings bond deductions_______ 1, 592 04 
— Ed 
DARE DERE Ee SION UR ic cde con ncecmnnenemaislenesitumaniun 3, 427 
Ree WE iors die aeinn cen omaha paanshn Mek nocseniata te 164 
land. etrectures, end eutinment..... 1a... cn cncecun $629, 815 
Re iis ide iis bimini Eire mt ntninthetb nadie 121, 193 
— — 508, 622 
a aces ela achilles gence tote eamaat aes cieenal eatin 576, 930 
LIABILITIES AND SURPLUS 
Accounts payable: 
Te a I io, cc cnritieecsenitiensensed xo ceriecenticisinpendetanieseneledes $1, 501 
pi eg ek ER ee epee ge ee ees 1, 100 
Administration, United States Housing Act-__-----_---- 6, 607 
United States Treasury (operating receipts) ---_------- 9, 401 
Withholding tax and savings bonds_____--_--_-----_---- 38, 560 
RII I cid ssctssioctcis ep etext kootaii acide tinaien cigs tala aeasencaaen eee aaah 233 
57, 402 
Accrued liabilities : 
IN <5 0s) cs aches nce eniaienimnii kdiadinieia main ee ak 140 
Res NS PURGE is bs ot a tnd deeaiueeowla 581 
a 70 
aoe 791 
I I I a oars gece sented eerie estates 400 
Capital and eurplus (eche@ule No. 1) ens kh i ek 518, 337 
EUR Tete SOR A BORN oan decanstcetancated wane imaldtiutiainats 576, 930 
ScHEDULE No. 1—Analysis of capital and surplus 
Federal capital: 
ION oo ise ooo cries ober materia aoa $1, 200, 437 
Less: 
Reversion of unexpended balances__. $108, 032 
Receipts deposited into Treasury__.. 595, 606 
Transfer of O’Brien Ct. at appraised 
itso sim meee ccm ceca mien 560, 400 
————_ 1, 264, 0388 
————— * ($63, 601) 
Local capital: District of Columbia tax contribution____.__._..__-__- 7119, 063 
Surplus: 
Cumulative net income from operations__.._..____ $15, 438 
Gains on disposition of property_.____._--_----____ 447, 437 
—___—. 462, 875 
Total capital end wees 565 6s a a 518, 337 


1 Represents amounts repaid and assets transferred to Federal Government in excess of 
total appropriations. 

2 Amount accumulated to November 1949 which was not applied to graded rent system. 
Since that date full amount of tax exemption has been used to finance graded rents and, 
therefore, no further capital investment has resulted. 
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Statement of income and expense for fiscal year ending June 30, 1954 


Operating income: 
Dwelling rental 
Nondwelling rental 
Other project income 


Total operating income 


Operating expenses: 
Management 
Operating services 
Utilities 
Repairs, maintenance, and replacements 
General expense 
Replacement of equipment 
Operating improvements 
Depreciation 
Adjustment of prior-year expenses 


Total operating expense 


Net income for the year 


UTILITIES FOR TITLE I PROPERTIES 


Mr. Puiiies. Last year you had a problem in regard to utilities 
and you have not said anything about it this year. I believe you had 
a heating problem, as I recall. 

Mr. Moore. Yes, sir. We asked the committee for money to per- 
mit us to install an automatic gas system for heating hot water in two 


of our centrally heated title I projects. 

Mr. Puituies. Yes; and we gave you the money. 

Mr. Moore. You gave us the money, and we have completed the 
installation, and it has been very successful. 

Mr. Putuies. In your testimony of last year, you stated you were 
going to save some money. 

Mr. Moore. Indeed, we did. We have saved money, sir, but un- 
fortunately, the District of Columbia increased its water rates by 
approximately 20 percent, and added, in addition to that, an amount 
equivalent to 50 percent of the water bill as a sewer charge. The 
savings which we actually realized as a result of this conversion has 
kept the utility costs at the same level after providing for the in- 
creased water and sewer charge. 

So we are standing still, but if we had not made this particular 
conversion, the appropriation request would have been about $1,200 
to $1,300 more than it is. 


NUMBER OF RELIEF TENANTS 


Mr. Pumuires. Last year you testified that about 10 to 12 percent of 
the tenants were on relief. Do you remember that figure, Mr. Ring? 

Mr. Rina. I do not recall that figure. 

Mr. Yates. I do not think it was that high. 

Mr. Puiuirs. Would you give us the figure right now of the num- 
ber of tenants in those properties who are on relief? 

Mr. Rive. I do not have that figure immediately available, but I 
shall be only too glad to supply it for the record. 

Mr. Pues. I am pretty sure that it was over 10 percent. 
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Mr. Moorr. May I say this, str: I completed a tabulation not too 
long ago of families and incomes and in that tabulation I believe there 
were about 400 families, and of the 400 families about 48 to 45 of those 
families—and my memory is not serving me too accurately at-the pres- 
ent moment—were Public Assistance Division families. 

Mr. Puiturs. What is the percentage today ? 

Mr. Moore. It would still run at about the 10 percent, sir. 

Mr. Puuituirs. Your rents are related somehow to the income of the 
tenants ¢ 

Mr. Rivne. Very definitely, sir. 

Mr. Pures. There has been no change in that system, has there? 
Have you raised the rents any during the last 12 months? 

Mr. Moore. Not in the last 12 months, sir. 

Mr. Putiures. I have finally found that information in the hearings 
of last year. It appears on page 30 of part 1 of the hearings of last 
year. 

It was Mr. Andrews who asked the following question : 


How many relief tenants do you have out of the 7,027? 
And Mr. Ring answered: 


The latest information we have is that about 12 percent of the families in our 
permanent low-housing units are on relief, and about 80 percent of the families 
have income of less than $2,900 a year. 

Then, Mr. Andrews asked if you had a policy of evicting a tenant 
if he could not pay his rent due to unemployment, and you said you 
did not have such a policy, but that you turned him over to the relief 
agency and referred him to a private or public-relief agency. 

That raises another question about taking the money out of one 
pocket and putting it in the other pocket, as to whether it is really 
properly called income in this balance sheet which we are talking 
about. 

Mr. Jones. So far as the low-rent housing operation is concerned, 
it is income; the expenditure, on the other hand, for public relief, 
would be an outgo from the District funds, but so far as our program 
is concerned, it definitely is income, regardless of the source. 

Mr. Putiuirs. Well, so long as you can keep the income ahead of the 
outgo, you probably will not have any great difficulty. 


RENTAL AND INCOME FROM TITLE I PROPERTIES 


Mr. Voursei. Title I, which we are talking about, involves about 
how many renters ? 

Mr. Rivne. There are 112 houses and apartments in title I, and those 
houses and apartments are almost continuously occupied. 

Mr. Vurseti. They are occupied by about how many rent-paying 
families ? 

Mr. Rine. That would be represented by the same number of fam- 
ilies which I mentioned. 

Mr. Vurseti. The same number of families? 

Mr. Rive. Yes, sir. 

Mr. VoursEety. What is the average rental income for the 112 units? 

Mr. Moore. I believe that is estimated for 1956 at approximately 
$39.00 per month. 
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Mr. Vursetx. As ¥ understand it, the income is almost equal to the 
outgo at the present time, and has been, except that you do not count 
all of the Ceepenens which you would ordinarily count in a private 
operation ? 

Mr. Purtures. That is what I am trying to get in this balance 
sheet—to get the same expenses and income which a private owner 
would have in handling such properties. 

Mr. VursELL. I see. 

Mr. Moore. The expenses which we normally pay on title II and 
do not pay on title I, consist of a payment in lieu of taxes to the 
District of Columbia. Further, title [ properties were constructed 
with appropriated funds made available to the Authority and are 
not financed as other properties are, by short-term loan notes, conse- 
quently there is no debt service. Those are the two expenses we do 
not have on title I. 

In setting rent scales for the operation of the title I properties 
when the properties were first opened we followed the theory that we 
would return to the Treasury of the United States an amount equiva- 
lent to the construction cost of the properties, and full real-estate taxes. 
This is something the Authority stated it would do over a period of 
60 years. 

Since that time the rent scales have been revised by the establish- 
ment of what we call a graded rent, which is a system of charging rents 
in relation to income. We have no subsidy available for the operation 
of title I properties beyond the exemption from taxes. So, we stated 
that we would establish the graded-rent system for title I, financed by 
District tax exemptions, or, more accurately stated, partially financed 
by the District of Columbia tax exemptions. Our rent scales are 
designed now to produce revenue of approximately $14,000 per year 
in excess of operating expenses which roughly approximate debt 
revenue. 

Now, it will not produce that revenue every year, but over a number 
of years revenue will average that amount. For example, the justifica 
tions which we have submitted this year give the actual net income de- 
posited in the Treasury during 1954, together with an estimate for 
fiscal years 1956 and 1955, the estim: ates ‘will be reasonably accurate. 
$21,310 in net income was deposited during 1954; $12,759 is estimated 
for 1955, and $19,808 is estimated for 19% 56. 

Mr. Vursett. You do not include depreciation in your estimates; 
do you? Would not that have to be added in order to obtain a true 
comparison ¢ 

Mr. Moore. For balance sheet purposes, it should be aded, sir, but we 
have been forced to operate the title I properties under an annual 
appropriation system and depreciation as an expense—it is true the 
structures do decrease in value—is not recognized since we do not 
actually spend money nor are we permitted to accumulate reserves 
for depreciation on title I properties. 


TYPE AND CONDITION OF STRUCTURES UNDER TITLE I 


Mr. Vursety. What are these buildings or structures constructed 
of? Are they brick? 

Mr. Rive. In most instances they are; they are brick in some cases, 
and they are constructed also of concrete block. They are five small 
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groups, Mr. Vursell, which were built on the sites of former slums. 
The Authority at that time operated on a rather small capital and 
had a program of excising the slum spots from otherwise good squares, 
and replacing the slums with property which would be a credit to 
the area, and also which would tend to stem the blight in the neigh- 
borhood. 

Our first property, Hopkins Place, was constructed in 1936. It 
consisted of 12 new row houses of brick and 11 reconditioned alley 
houses which we opened to the street. The other properties include 
the Williston Apartments, with 31 units; the St. Mary’s Court apart- 
ments, with 24 units; the Jefferson Terrace group of houses in the 
southwest part of Washington, with 16 units, and the V Street houses 
in northwest Washington, with a total of 18 units. 

Mr. Vursetu. I presume they are all modern and substantially in 
good shape? 

Mr. Ring. They are, sir, in good shape. I would like to invite the 
chairman and the members of this subcommittee at some time that is 
convenient in your very busy schedules to come with us and see some of 
these properties. 

Mr. Tuomas. Thank you, sir. 


CONSTRUCTION PROGRAM UNDER TITLE II FOR NEW UNITS 


Mr. Pures. On page 20 of your justifications I notice that you 
have not listed the location, nor indicated the location of the properties 
which are not completed or which are in the process of construction. 

Does that mean that you just omitted that, or does it mean that you 
do not know where they are going to be? 

Mr. Moore. We know the general location of the properties under 
assistance contract, but not yet under construction. At the time this 
particular justification was prepared, the specific boundaries of some 
of the sites were not known. Consequently, rather than to indicate 
where we were going thus giving information which should be kept 
quiet until land is acquired, we did not list it. 

Mr. Puitures. I can understand that, but it does raise a question 
as to how the Federal Government can obligate itself to expenditures 
without knowing just exactly where the buildings are going to be. 

Mr. Moore. There is no obligation to spend money on the part of the 
Federal Government beyond preliminary loans, until a specific site 
has been established and approved by the Public Housing Admin- 
istration. 

Mr. Putures. It becomes collateral or security for the Federal 
money ; does it not? 

Mr. Moore. Yes; it does after PHA approval of the site. 

Mr. Puiiiies. And you do not know where it is going to be? 

Mr. Ringe. Yes; we know where it is going to be, Mr. Phillips. 

Mr. Puittiirs. But you do not want to reveal it? 

Mr. Rine. We know where both our DC 1-20 and DC 1-21 are 
going to be. 

Mr. Pmmaers. Your DC 1-19 and DC 1-22 are also in the same 
status ¢ 

i Rivne. Yes, sir; but may I respond with regard to the first 
two 
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Mr. Puuties. Do you or do you not know where these sites are 
going to be? 

Mr. Rina. Yes, sir; we know where DC 1-20 and DC 1-21 will be, 
and so far as those which have been temporarily suspended are con- 
cerned, we know the locations of the two sites which are designated 
as DC 1-19 and DC 1-22. 


DISPOSAL OF VETERANS’ REUSE PROPERTIES 


Mr. PutuiPs. I noticed in your response to the questions by the 
chairman that you spoke of veterans’ reuse property. I thought we 
had pretty well disposed of all of that. We have disposed of the 
temporary veterans’ buildings, have we not? 

Mr. Jones. We have; yes, sir. 

Mr. THomas. You have 439 of them left. 

Mr. Jones. At the time this justification was prepared, we had 439 
under management and they have since been disposed of. 


VETERANS’ PREFERENCE FOR HOUSING 


Mr. Puiturrs. Have you any properties at all in which veterans 
either have exclusive rights or priorities or does that apply to all of 
them under either title ? 

Mr. Rive. Veterans have a preference priority in connection with 
cur permanent low-rent housing. 

Mr. Pures. That would be that housing listed in title II? 

Mr. Rive. Yes, sir. 

Mr. Puuures. But not in title I? 

a We use the same preferences for title I as we do for 
title IT. 

Mr. Puruirs. A veteran would be given preference to the right 
of occupancy to the property, if there were a veteran on the list, and 
all other things were equal ? 

Mr. Rive. Yes, sir. 


Titte II Properties 
NUMBER OF UNITS OPERATING AND UNDER CONSTRUCTION 


Mr. Tuomas. Let me see if I can summarize and get an agreement 
on title IT: 

In title II you are operating today approximately 5,800 units; is 
that correct ? 

Mr. Moore. That is correct, sir. 

Mr. Jones. Not today. We are not operating 5,800 units, because 
included in that total is 439 units of reuse barracks. 

Mr. Tuomas. What is the correct figure which you are operating 
under title II today ? 

Mr. Ring. Approximately 5,200 units. 

Mr. Tuomas. You have either under construction or in various 
degrees of construction another 2,500 units; is that correct? 

Mr. Rivne. Yes, sir. 

Mr. Tuomas. For fiscal year 1956 you will seek from the Public 
Housing Administration for all of these properties under the ultimate 
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guidance and direction of the Public Housing Administration, in the 
form of subsidy, approximately $2.2 million for your 5,200 units. Is 
that correct ? 

Mr. Moore. Not quite, sir; it is $1,952,396. 

Mr. Trromas. Your table shows $2.2 million. 

Mr. Moors. The table shows the maximum subsidy that we could 
receive from the Public Housing Administration, which must be offset 
by residual receipts shown in the funds-applied section as reduction of 
Public Housing Administration contributions. 

Mr. Tuomas. But, the figure is $1,900,000; just to use round figures. 

Mr. Moore. $1,950,000. 

Mr. Tuomas. What amount of subsidy does that figure out to be, 
per unit? Is that amount about $340 a year? 

Mr. Moore. That is very close to it. 


INCOME LIMITATION FOR CONTINUED OCCUPANCY 


Mr. Tuomas. What is your top-income allowance for occupancy of 
all title IL properties? 

Mr. Moore. We have 3 family categories: The 2-person family has 
a top-income limit for continued occupancy of $3,500; the 3- to 4-per- 
son family has a top-income limit of $3,700, and the 5- and up-person 
family has a top-income limit of $4,000. 

Mr. Tuomas. Of course, there is no floor at all ? 

Mr. Moore. There is no floor, beyond the fact that we have to estab- 
lish some figure at the bottom of the scale as a rental charge below 
which we would not go, and that figure has been established consonant 
with an income of $1,200. 

In other words, no matter how low their income is, we charge a 
rental based on a $1,200 income. 

Mr. Tuomas. Do you know the average income of all of your 
tenants, say, for the year 1952? 

Mr. Moore. We ran a series of tabulations on that, and to the best 
of my knowledge, the figures that we gave you last year to the effect 
that 80 percent of our tenants had incomes of less than $2,900 per year 
is still correct. 

Mr. Tuomas. That is still correct ? 

Mr. Moore. Yes, sir. 

Mr. Yares. Was that a figure of less than $2,900? 

Mr. Moore. Yes, sir. 

Mr. Tuomas. Would you say that it would average $2,800, then ? 

Mr. Moore. The average is lower than that; the average is less than 
$2,000. 


WAITING LIST FOR OCCUPANCY 


Mr. THomas. How many persons do you have on your waiting list 
for occupancy of title IT properties? 

Mr. Rine. We do not maintain a separate waiting list for title IT 
properties. 

Mr. Tuomas. Well, for all practical purposes there is no difference 


between title I and title II properties. How many do you have on your 
waiting list ? 
Mr. Rrnc. Approximately 5,000. 





Mr. Tuomas. Have you examined the list to see whether they are 
eligible or not ¢ 

Mr. Rina. So far as our reduced housing application staff has been 
able to go, they have verified eligibility for somewhat more than 55 
percent of that number. : 

Mr. Tuomas. And, ultimately, of that 5,000 waiting list, you have 
2,500 units which will come into occupancy in the next 3 to 18 months; 
is that correct ? 

Mr. Ring. Not quite, Mr. Chairman, because of the fact that 
families who are being displaced by reason of redevelopment and 
under the Housing Act of 1954 by various court actions with respect to 
urban renewal and code enforcement, will receive top priority, as well 
as the veterans among that group. 

Mr. Tuomas. What does that have to do with my question? I am 
talking about the number of units, and the number of people seeking 
those units, regardless of where they come from. 

Mr. Rivne. Mr. Chairman, the fact is that a great many of those 
people on the waiting list have nonveteran status and are living in 
areas which have not been touched by the urban renewal program. 

Mr. Tuomas. That does not change your basic figures, to the effect 
that you have 2,500 units under construction and you have a waiting 
list of 5,000 —— to occupy them ? 

Mr. Rive. That is correct. 

Mr. Tuomas. And that waiting list is made up of veterans and dis- 
placed persons also; is that correct? 

Mr. Rivne. That is correct. 

Mr. Yates. Have you closed your waiting list, or have you turned 
applicants away because the waiting list is so large? 

Mr. Rina. No, sir. 

Mr. Yates. Do you take anyone who desires to apply ? 

Mr. Rina. We take anyone who wishes to apply; of course, there 
are variances in priorities, because some of the families are small, 
and the turnover in the smaller units is higher than the turnover in 
the larger units. 

The families which are really trapped are large families who are 
living under grossly overcrowded conditions. 

Mr. Tuomas. Thank you, gentlemen. It is always nice to see you, 
and good luck to all of you. 

Mr. Rivne. Thank you, Mr. Chairman. 

Mr. Tromas. Come back to see us again. 

Mr. Puities. We will let you off on your construction costs this 
year, but do not think we have forgotten them. 

Mr. Tuomas. It is already in the record at $10 per square foot, plus 
the land redevelopment cost. 


AVERAGE NUMBER OF EMPLOYEES 


(The following information was submitted at the request of the 
Committee for insertion in the record.) 


Average: Number of Employees, National Capital Housing Authority Fiscal 
Years 1946-1956 
251 1952 
284 
289 
302 eg : 
316 1955 (estimate) 
325 SOOO CORGRIBRIG) on 
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Wepnesp4y, Frepsruary 2, 1955. 


RENEGOTIATION BOARD 
WITNESSES 


FRANK L. ROBERTS, CHAIRMAN 

LAWRENCE E. HARTWIG, BOARD MEMBER 

JOHN H. JOSS, BOARD MEMBER 

CHARLES F. MILLS, BOARD MEMBER 

M. L. REESE, DIRECTOR, OFFICE OF ADMINISTRATION 


Amounts available for obligation 
(Balances for June 30, 1954, are as certified under sec. 1311, Public Law 663) 


1954 actual | 1955estimate | 1956 estimate 








EE et CI iin tent eeeplvtiin te nin titan besipestelieiies $5, 192, 800 $4, 500, 000 $4, 250, 000 
Reimbursement from non-Federal sources..........-.-----.--- WE dcagsrnscasualeqcsagtaretein 
Total available for obligation............-.....-.---.-.- 5, 196, 788 4, 500, 000 4, 250, 000 
Unobligated balance, estimated savings...............-.------ MGR POOP lowaudtkcaddanktdeicchwaccioss 
Cetin tenis Oe Bes to 5, 143, 144 | 4, 500, 000 4, 250, 000 





‘ eae from non-Federal sources above represent terminal leave refunds (5 U. 8. ©. 
1b). 


Obligations by activities 


Description 1954 actual | 1955 estimate | 1956 estimate 

OI lion eee nian ddemnagianbemmens $433, 572 $468, 000 $498, 000 
ee eee ee eetengé rs shanna iennua anaes 812, 510 602, 000 532, 000 
3. Renegotiation operations (field) .........-...--..-.-.---.--- 3, 897, 062 3, 430, 000 3, 220, 000 
Obiaeiiens ee os rh 5, 143, 144 | 4, 500, 000 4, 250, 000 


Obligations by objects 



















Object classification 1954 actual | 1955 estimate | 1956 estimate 
latina cietesninsininl fnshssnemnamnie 
Total number of permanent positions---.............--------- 829 649 596 
Full-time equivalent of all other positions............-...----- 8 6 6 
Average number of all employees. --....-...--..-.--.---------- 716 613 569 
Number of employees at end of year.......--..--------------- 639 585 527 
Average salaries and grades: 
General schedule grades: 

Sa rc fas nek senna idammeeeieeeeeiore $6, 700 $6, 880 $6, 903 
NG Rik bi iedds His ttbhicnsendadbdsttleseibndsed GS-9. 7 GS-9. 8 GS-9.9 

01 Personal services: 
a IN a5 tne dacitennotimenmmnnnlumtinel $4, 774, 201 $4, 169, 575 $3, 948, 900 
Positions other than permanent.-.._........---------- 31, 232 | 22, 500 22, 000 
Regular pay in excess of 52-week base_.........-..--.- 18, 370 16, 025 15, 200 
FUPMONE GHOVS DAS THES... . <5. n ones ccccnncccnss 2, 960 2, 900 2, 900 
Total personal services.........-- ha civebbnnadeeck ad 4, 826, 763 | 4, 211, 000 3, 989, 000 
Os I ciate ea tek Dinca se ees aiieiimie sa 58, 386 108, 000 94, 500 
03 Transportation of things-------- 10, 454 6, 000 | 5, 000 
04 Communication services. --- ‘ 99, 000 70, 000 65, 000 
06 Printing and reproduction... haekiednbe iddeude anoles 26, 021 25, 000 19, 000 
Fr a oo nee ne se ccinteececncctennssccs 51, 341 25. 000 23, 500 
Oe ee Ses ones tc sn oncccnnnccccccucsaseessdy 30, 876 20, 000 18, 000 
CP PE ctcadicgubbcncimncnectuaddieakamdaasedabbadd 17, 638 10, 000 | 9, 000 
a I os an cin ncclentin cecomovaniieetemnalbcaudiaientiibe 22, 665 25, 000 | 27, 000 
Ce I iin cavcnesincsncdigiibiencpendiboonan 5, 143, 144 4, 500, 000 4, 250, 000 
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Analysis of expenditures 
(Balances for June 30, 1954, are as certified under sec. 1311, Public Law 663) 


1954 actual | 1955 estimate 1956 estimate 


Obligated balance brought forward $538,096 | $310, 621 $255, 000 
Adjustment in obligations of prior years_ 3, 499 |___- sce Wace ti Sie 
Obligations incurred during the year 5, 143, 144 4, 500, 000 4, 250, 000 

4, 810, 621 4, 505, 000 
Reimbursements --.........-- stele Md Sls wesc Sip sedis dando el i 6 Ne edi eid ei Bia ds indie aetilie ties 
Obligated balance carried forward 310, 621 255, 000 —220, 000 


Total expenditures 5, 370, 130 4, 555, 621 4, 285, 000 
—————— SSS EES Se 


——S—S—=—_—_———— 


Expenditures are distributed as follows: 
Out of current authorizations 4, 250, 000 4, 035, 000 
Out of prior authorizations 305, 621 250, 000 


Mr. Tuomas. The committee will come to order. 

We have the pleasure of seeing our old friends again from the Rene- 
gotiation Board. 

First, we have Mr. Roberts, the Chairman; Mr. Hartwig, a Board 
member; Mr. Joss, a Board member; Mr. Mills, a Board member; and 
Mr. Reese, Director of the Office of Administration. 

Mr. Roberts, do you, or any of you, have a statement for us at this 
time ? 

Mr. Roserts. We do, Mr. Chairman. 

Mr. Tuomas. If you do, we shall be delighted to hear from you. 

Mr. Roserts. All right, sir; it is a short statement. 


GENERAL STATEMENT 


We welcome this opportunity to appear before your committee in 
support of the Renegotiation Board’s 1956 budget estimates. 

Since the establishment of the Renegotiation Board under the 1951 
act, through December 31, 1954, the total of excessive profit determi- 
nations has amounted to $232,005,643. From the date of its establish- 
ment, through December 31, 1954, the Board has received a total of 
93,689 contractor filings—receiving on an average of over 30,000 con- 
tractor filings per year. The Board has established a screening system 
in the Washington headquarters to process these contractor filings and 
eliminate those cases in which it can be determined, upon the basis of 
the filing, that excessive profits do not exist. 

Only those filings which indicate a possibility of excessive profits or 
which require detailed examination and consideration are forwarded 
to regional boards. Through December 31, 1954, a total of 15,712 
assignments have been forwarded to the regional boards for detailed 
processing. 

The Board believes that this headquarters screening process, which 
results in the assignment to the regional boards of less than 20 percent 
of filings, represents an improvement over the handling of cases in 
World War II renegotiation. This processing of cases at headquar- 
ters saves the Government money and avoids needless inconvenience 
to contractors. The screening and assignment of cases from head- 
quarters also permits the Board to maintain more effective adminis- 
trative control of the workload. 

It should be called to the committee’s attention that the Board has 
taken vigorous and, we feel, effective steps during the current year to 
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create a more economical and efficient operation. Substantial cuts 
have been effected in overall operating costs. 

Average employment of the Board has been reduced from a total 
of 715 in fiscal year 1954 to an estimated total of 613 for the current 
vear. This reduction in personnel was made feasible by the adminis- 
trative economies brought about by the elimination and consolidation 
of field offices. 

The Washington regional board was closed in June 1954, and the 
Boston regional board is scheduled to be closed in March of 1955, 
The unfinished assignments in these two regions have or will be trans- 
ferred to the New York regional board. 

These substantial reductions in total personnel have been accom- 
plished in face of the work which has fallen upon the Board as a 
result of the 1-year extension of the Renegotiation Act passed by the 
Congress and approved by the President on September 1, 1954. Due 
to increased efficiency and productivity, the Board has been able to 
handle this work with fewer personnel. 

The rate of assignments completed in the field per professional 
man-year of employment has been stepped up from 19.5 assignments 
per man-year in fiscal year 1954 to the rate of almost 25 assignments 
per man-year in the current year. This increased productivity has 
been accomplished despite the fact that the assignments handled in 
the field have contained a greater number of difficult cases. 

A contractor having contracts or subcontracts subject to the Re- 
negotiation Act must file a report with the Washington headquarters 
of the Board. Such reports are required to be filed no later than the 
first day of the fifth month after the close of each contractor’s fiscal 
year and must include financial statements and such other informa- 
tion as the Board requires. In carrying out congressional intent as 
expressed in the Renegotiation Act, the Board has determined that 
there are approximately 8,000 contractors whose defense business is 
subject to renegotiation but who have not filed reports with the Board. 

The Board estimates that these delinquent filings may result in not 
more than 1,000 assignments to the field. Part of the Board’s cleanup 
and closeout work will be devoted to securing and processing these 
delinquent filings. 

In formulating its fiscal year 1956 budget estimates, the Board has 
set a case completion objective of 5250 assignments and has requested 
funds adequate to accomplish this goal. The financial plan for fiscal 
year 1956 presented here represents what the Board feels is the mini- 
mum amount needed for the orderly liquidation of the current work- 
load with no assumption for extension of the Renegotiation Act of 
1951. 

With the funds requested the Board expects to be able to substan- 
tially clean up its field workload during fiscal year 1956. 

Mr. Tuomas. I think that is a very nice statement, Mr. Roberts, 
and I have read your justifications reasonably carefully, and it seems 
to me that you people have done a good overall job. Some of your 
figures which you have used are re: ally astounding to me, partic ularly 
in your setup with respect to the overall amount which is subject to 
renegotiation. That figure is in the neighborhood of $175 billion. 
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UNIT COST OF A RENEGOTIATION CASE 


Also, there is another figure which is quite intriguing to me, and 
that is the small cost incurred in your W ashington picture as com- 
pared to your costs when you go to a full field inv estigation in one 
of your regional offices. W hen you do that, the cost runs about 15 
times as much. 

How do you account for that ? 

Mr. Rozerts. We carefully designed, Mr. Chairman, the filing so 
that if a contractor using good, sound accounting methods to get the 
cost of his renegotiable business clearly demonstrates that the profit 
was & nominal one, the case is screened out and in those instances the 
costs are low. 

Mr. Tuomas. In other words, you look over them in the Washington 
oflice, and if they come in with a certain classification you really look 
at them and occasionally send them to the field. 


SUMMARY OF OBLIGATIONS AND MAN-YEAR REQUIREMENTS 


At this point in the record we shall insert page 5 of the justification 
which shows, among other things, the breakdown of personnel, the 
executive staff of 67 man-years in Washington, and the staff opera- 
tions involving 71 man-years, and your renegotiation operations in 
the field involving 431 man-years, for a total of 569 man-years for 
fiscal year 1956, against 613 for fiscal year 1955. 

(The matter referred to is as follows:) 


tstimate of obligations by activity 


1955 esti- 1956 esti- 
954 ¢ é 
1954 actual mates mates 


1. Executive direction — , $433, 572 | $468, 000 | $498, 000 
2. Staff operations : 812, 510 602, 000 | 532, 000 
3. Renegotiation operations (field) Jaen = 3, 897, 062 | 3, 430, 000 3, 220, 000 


Total obligations__--__- , 5, 143, 144 4, 500, 000 4, 250, 000 





Summary of man-year requirements 


1955 esti- 1956 esti- 


OF4 artis 
1954 actual mates mates 


1. Executive direction. _..._........ 
2. Staff operations 
3. Renegotiation operations (field) 


Total 


Mr. Tuomas. Since most of the work is done in the field, I get the 
impression that 138 people out of 569 is too many for your Washington 
office ; is it not ? 

You have 4 regional offices: 1 located in New York, 1 in Detroit, 
1 in Chicago, and 1 in Los Angeles. 
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WORKLOAD DATA 


I think, also, that it might be well to insert the fiscal-year informa- 
tion shown on page 8 of the justification, which shows an overall esti- 
mated volume of work in the amount of $175 billion. 

(The matter referred to is as follows:) 


PROGRAM RESULTS AND ANALYSIS 


It is estimated that the total dollar value of renegotiable contracts and sub- 
contracts subject to the Renegotiation Act of 1951, as amended and extended, 
will amount to approximately.$175 billion. This estimate has been made from 
studies of procurement expenditures subject to renegotiation. 

When the board has completed all work under the Renegotiation Act, it is 
estimated that a total of 164,500 reports by contractors will have been examined. 
Of this total, it is estimated that 109,500 reports will be under the statutory 
floor, which is $500,000 of renegotiable business. Of the remaining 55,000 con- 
tractors reports, it is estimated that 21,550 will be examined and assigned to 
the regional boards for renegotiation proceedings and 33,450 will be screened 
out at headquarters. In tabular form this is presented below: 


Estimate of reports by contractors or subcontractors to be filed for calendar 
years 1951, 1952, 1958, and 1954 
Number of reports 


Reports below the statutory floor 
Reports above the statutory floor: 
Requiring screening and assignment to regional boards___ 21, 550 
Requiring screening at the headquarters office (not as- 
signed) 


EFFECT OF AMENDMENTS TO 1951 RENEGOTIATION ACT 


Mr. Tuomas. Your volume is bound to fall off, gentlemen, as I see 
it, as a result of the act which was passed in the closing days of the last 
session of Congress, raising the statutory “floor” on renegotiable 
business from $250,000 to $500,000, and that means a man who has 
gross volume contract under $500,000 is not checked, even though he 
is required to file a report to you. 

You do not let him off from filing the report, do you? 

Mr. Roserts. No, sir. 

Mr. Tuomas. He still has to file the report ? 

Mr. Roserts. The law requires it ; yes, sir. 

Mr. Tuomas. But, if his gross amount is under $500,000, you do not 
take a look at it? 

Mr. Roserts. No, sir. 

Mr. Puiiies. Is that mandatory ? 

Mr. Roperts. Yes, sir. 

Mr. Tuomas. How many cases out of your 64,500 are involved as 
a result of this recent action ? 

Mr. Osrertac. Mr. Chairman, may I inquire whether this relates to 
the law as amended and passed this last year ? 

Mr. Tuomas. Yes, sir. 
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DURABLE PRODUCTIVE EQUIPMENT 










The other part of it is that we also exempt through that language, 
which is as broad as a barn door and as ambiguous as anything in the 
world, standard commercial articles, regardless of whether a $10 mil- 
lion contract is involved, and the second part of it is involved with 
the productive machinery. 

Mr. Roserts. Mr. Chairman, might I explain the item of produc- 
tive machinery ¢ 

Mr. Tuomas. That particular language is aimed at the machine-tool 
people; is it not ? 

Mr. Roserts. They are included. 

Mr. Tuomas. Who else is included ? 

Isa typewriter builder included ? 

Mr. Roserts. No, sir; a typewriter is not a product which is de- 
preciable by tax rules over more than 5 years, and durable productive 
equipment is so described. 

Mr. THomas. Will you state for the record the exact language, and 
give us the construction which has been placed upon it by the board 
as to just what this language means ? 

Mr. Roserts. First, Mr. Chairman, I would like to point out that 
in the 1951 act, as originally passed, there was what is called the 
partial mandatory exemption, granted to makers of durable produc- 
tive equipment which was sold under subcontract. 

Mr. Tuomas. What does that language mean—durable productive 
equipment? 

Mr. Roserts. The present modification in the 1954 extension merely 
extends that exemption to the sellers of such goods to the Govern- 
ment under a prime contract. 

Durable productive equipment is defined in the act, but I do not 
know that I could give you the technical language, but it means 
equipment which has a life of more than 5 years for the purposes 
of depreciation under the Federal income tax rules. 

It is long-life equipment which will be in the contractor’s hands, 
and used many years, presumably, after the current war threat is 
over. However, we shall insert into the record at this point the lan- 
guage which you requested. 

(The matter referred to is as follows :) 

(2) DEFrnITION.—For the purpose of this subsection, the term “durable pro- 
ductive equipment” means machinery, tools, or other equipment which does 
not become a part of an end product, or of an article incorporated therein, and 
which has an average useful life of more than 5 years. 

Mr. Tuomas. I went back to the basic act, and I studied the defini- 
tion and, obviously, it is aimed at a very narrow line of products, 
namely, the machine-tool people; is it not? 

Mr. Roserts. I would say they were a very important segment. 

Mr. Tuomas. Who else is included in it, besides the machine-tool 
people? 

Mr. Roserts. The makers of large rolls for use in a continuous-strip 
rolling mill. 

Those rolls are very costly, and they will last, perhaps 15 or 20 years. 

There are many similar products, but that is the only one which 
comes to mind at the moment. 
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Mr. Tuomas. If the Government buys, or some contractor makes for 
the Government a common printing press, those things will last 40 
or 50 years also. 

Mr. Roperts. Yes, sir. 

Mr. Tuomas. What is the purpose of all these exemptions? 

Mr. Roserts. The purpose was to do equity. It was felt to be un- 
fair where a manufacturer sold a tool or a machine or a piece of 
equipment like a printing plant which would last 20 years, and 
perhaps be devoted for only 3 to 4 years to the produetion of defense 
items, to have the entire amount subject to renegotiation. 

Mr. Tuomas. What is the situation in regard to a contractor who 
builds a military installation, and you can call it permanent or semi- 
permanent or temporary or whatever you want to because they are all 
going to last 10, 15, or 20 years, and they will have a long life after 
the emergency ceases to exist? That is the history of mobilization 
in this country. 

Are those contractors who build that type of equipment, bases, or 
property exempted also? 

Mr. Roserts. No, sir; they are not. 

Mr. Tuomas. Perhaps we are talking about something which is 
not under your control, but I was just wondering if this language 
was recommended to the Congress by the Renegotiation Board. 

Mr. Roserts. It was not. 

Mr. Tuomas. Where did the language, or the recommendation, 
come from? Do you know? 

Mr. Roserts. It came from several people in the heavy industries ; 
one or two associations, and representatives of companies in those 
industries. 

Mr. Joss. Those recommendations were made to the House Ways 
and Means Committee, and to the Senate Finance Committee. 


EXCESS PROFITS RECOVERED AND RETURNED TO TREASURY 


Mr. Tuomas. I believe you stated that the Board, to date, has re- 
covered $189 million; is that correct ? 

Mr. Roserts. That was the figure at the time we prepared this 
budget presentation. The figure is later given in this short statement 
of mine as being $232,005,643, as of December 31, 1954. 

Mr. Tuomas. Is it possible to cut down your Washington staff or 
your field staff without curtailing or seriously crippling your opera- 
tions ? 

Mr. Roserts. Mr. Chairman, we honestly do not believe it is. 


BACKLOG OF WORK 


Mr. Tuomas. How far behind are you now on your workload ? 

Mr. Roserts. We still have some 1951 contractor cases before us, 
but very few, we are glad to say. We still have in the neighborhood 
of 1,500 1952 contractor filings unprocessed in the field, and a rather 
substantial number of 1953 contractor years. 

Mr. THomas. What do you mean by the use of the word “substan- 
tially”? How many cases were filed with you in 1953, and how many 
do you have in process as to date for calendar year 1953? 
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Mr. Roserts. Contractors 1953 years assigned to our field organi- 
zation, and not yet completed, are 1,559. 

Mr. Tuomas. What was the total assigned to your field offices ? 

Mr. Roserts. The total 1953 year cases assigned to the field office 
was 2,544, and they are still coming in. I want to point that out. It 
is caused by the late extension of the Renegotiation Act, which has a 
retroactive effect to 1953 year contractors. 

Mr. Tuomas. That is only 66 percent of the workload in the field 
received for the calendar year 1953, and that would be 14 or 15 months 
ago. Why did you have that delay? 

There is bound to be some good reason for that delay. 

Mr. Roserts. One of the reasons, Mr. Chairman, was the extension 
of the Renegotiation Act on September 1 last year, which changed 
the minimum amount subject to renegotiation from $250,000 to 
$500,000 retroactively. 

The contractor who had that retroactive provision was not going 
to file until he found out what the law required him to do. Thus, we 
have had a considerable delay in the filings. 


CASES APPEALED 


Mr. Tuomas. What percentage of the cases which you have handled 
and in which you seek to recover are contested, and what percentages 
uncontested ? 

Mr. Roserts. Well, percentagewise, in the neighborhood of 85 per- 
cent are uncontested. The remaining 15 percent are contested, to 
some degree. 

The degree is in the form of an appeal from the field regional board 
to our headquarters, where it is again heard and reviewed, and the 
great majority of the cases thus appealed are settled by agreement. 

Mr. Tuomas. First, you give your field officers authority to settle 
any case under $500,000; is that correct ? 

Mr. Roserts, Technically, not quite, Mr. Chairman. We assign 
to the field only cases which have more than $500,000 in renegotiable 
receipts and accruals in the fiscal year being reported. We have dele- 
gated authority for final settlement, by agreement, to the regional 
boards, for all such cases where the renegotiable profit is not in excess 
of $800,000. 

Mr. Tuomas. It is $800,000, rather than $500,000, but at all times 
the taxpayer has a right to appeal from the regional boards to the 
central office here ? 

Mr. Roserts. That is right, the law provides it. 

Mr. Tuomas. What is the next step, if there is any other step? 

Mr. Roserts. The next step in the law is an appeal to the Tax 
Court. 

Mr. Tuomas. What percentage of your appealed cases are taken 
from the central board to the Tax Court? 

Mr. Roserts. It would be only a fraction of 1 percent. I think there 
have been, roughly, a dozen cases which have been taken to the Tax 
Court out of some 2,100 or 2.200 cases where refunds have been 
involved. 

Mr. Tuomas. In other words, the caseload in the Tax Court has not 
been appreciably increased by virtue of this statute, and the activities 
of the Renegotiation Board ? 

Mr. Roserts. No, sir. 
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CONTRACTORS DELINQUENT IN FILING REPORTS 


Mr. Tuomas. What are you going to do with the 8,000 cases where 
there has been noncompliance with the law? Is there not a penal 
section in the law for failure to comply ? 

Mr. Rozerts. There is a penal section which provides for a fine of 
$10,000 or 1 or 2 years’ imprisonment or both. 

Mr. Tuomas. For failure to file? 

Mr. Roserts. Yes, sir. 

Mr. Hartwie. For willful failure to file. 

Mr. Roserts. That is right. 

Mr. Tuomas. There are 8,000 cases, whether they involve a willful 
failure to file, about which you do not know, but they have not filed 
with you thus far? 

Mr. Roserts. That is right. 

Mr. THomas. Have any of those cases been turned over to the Justice 
Department for prosecution ? 

Mr. Roperrs. We have had some conversations with the Depart- 
ment of Justice, but whether we have formally referred any of the 
cases to the Department, I cannot say at the moment. We can de- 
termine that, and furnish it to the committee, if you would like. 

Mr. Tuomas. Do you notify the contractor who fails to comply with 
the law to the effect that he has failed to comply ? 

Mr. Roperts. Yes, sir. 

Mr. Tuomas. After you have so notified them, you have this figure 
of 8,000 who have still failed to comply ? 

Mr. Roserts. No, sir; that is the number that we are currently 
working with to get them to file. 

Mr. Tuomas. How many of them have failed to comply or filed 
after you have notified them that their failure is in contravention 
of the statute ? 

Mr. Roserts. All of these 8,000 filings are in default ; they have had 
1 or 2 notices; we have established a regular procedure. We send 
them a notice, and I would like to make clear, Mr. Chairman, that it 
is not easy to make a statement that the man has not complied with 
the law. Most of these contractors probably had a very insignificant 
amount of business subject to renegotiation, and they naturally say 
“We are not going to bother with such an insignificant thing,” and 
it is difficult, therefore, to get them to file. 

Mr. Tuomas. What is the total dollars and cents involved in these 
8,000 cases ? 

Mr. Roserts. We have no way of knowing, because until they file 
we do not know how much renegotiable business they had. 

Mr. Tuomas. When you notified some of the firms and corpora- 
tions that they should comply with the law on a certain date, and if 
they have not done so by that date, does that constitute a willful 
failure to comply ? 

Mr. Roserts. We do not think so. We have to get into it and find 
out for certain that our information is correct. You see, we take all 
the information that we can get, namely, the procurement lists of the 
military departments, and that is a statistical operation on the part 
of the military departments, and sometimes they will list a contract as 
having gone to a certain corporation in error. It is a very large 
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operation, and is subject to some error. So, we do not jump to a 
conclusion. We correspond with them, and obtain the facts. 

Mr. Tuomas. Do you have some arrangement with the armed 
services whereby they furnish you a list of their contracts, or con- 
tractors ? 

Mr. Roserrs. We do; and that is the list to which I was referring, 
Mr. Chairman. We go over that list, but I want to point out that 
that list is not 100 percent accurate. 

Mr. Mirus. Mr. Chairman, you might mention the subcontracts also. 

Mr. Roserts. Mr. Mills has drawn my attention to the fact that a 
good many of these people probably were subcontractors under one 
of the prime contracts, and we may have erroneous information about 
their having received a subcontract. 

Mr. Tuomas. In your justifications you use the round figure of 
8,000 cases, and say they are in violation of the law. 

Now, you say you do not know whether they are or not. The point 
we are interested in, first, is what is sauce for the goose is sauce for 
the gander, and when you have people complying with the law, cer- 
tainly the 8,000 should be made to es y with it also. 

Mr. Ropers. Yes, sir. We are working on those 8,000 people, and 
we will either get a filing, or they will be turned over to the Justice 
Department at some point. 

Mr. Tuomas. For how long a period have these 8,000 cases been 
delinquent ? 

Mr. Roperts. That would be rather difficult to make a blanket state- 
ment about, some of them apply to the 1951 year, and some to the 1952 
year, and some of them apply to the 1953 year. 

Mr. Twomas. I used to try a lot of lawsuits, and as well as I 
remember we used to have a 3-year statute of limitations which barred 
prosecution after that time. 

How many of these claims have been barred as of this date? 

Mr. Roserts. Our law provides that the statute of limitations runs 
after you have made a filing. The Renegotiation Board has 1 year 
after you have filed with it to commence renegotiation and once re- 
negotiation has been commenced, the Board has 2 years within which 
to complete the renegotiation. 

Mr. Tuomas. I am talking about a general statute in a criminal pros- 
ecution, under which there is a cutoff date, after which a person cannot 
be poses and if your statute carries a penal offense for failure 
to file after the passage of 1 calendar year, and if some of these claims 
go back to 1950, my guess is that they have been barred by the statute 
of limitations, not from a civil angle, but from the criminal angle, 
and from the angle of prosecution. 

Mr. Joss. They do not run back beyond 1951, Mr. Chairman. 

Mr. Yates. What is your statute of limitations? 

Mr. Tuomas. If you go back to 1950, and even to 1951, 1952, or 
1958, I expect they have already been barred, because this is calendar 
year 1955. 

Mr. Yates. Is your counsel here? 

Mr. Roserts. No, sir; he is not. 

Mr. Tuomas. We have raised the point, and I hope you will look 
into it, because certainly there should not be any favoritism shown, and 
Tam sure you would not consciously permit that. 
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There has been quite a bit of widespread complaint and mumbling 
to the effect that the Board only gets after little ones, and the big ones 
get by. I do not know, however, how true that is. 

Mr. Roserts. I would like to state for the record, if I may, that it 
is not true. 

Mr. Tuomas. Have you renegotiated General Electric, General 
Motors, or the Ford Corp. ? 

Mr. Ropers. We have, sir; all of the companies which you men- 
tioned. 

Mr. Yares. Have you renegotiated all of their contracts ? 

Mr. Roserts. Well, that, again, gets to be a technical question, be- 
cause those companies, as well as any other company, have to report 
to the Renegotiation Board for their fiscal year, and the renegotiable 
business is made up of the deliveries on all of their renegotiable con- 
tracts, and subcontracts. 


EXCESS PROFITS RECOVERED IN 1954 


Mr. Tuomas. What amount did you collect last year—say, in cal- 
endar year 1954? Do you have a list of that? 

Mr. Roserts. Approximately $130 million. 

Mr. Tuomas. Last year? 

Mr. Roperts. Yes, sir. 

Mr. Tuomas. That was your big year, then? 

Mr. Roserts. Yes, sir. 

Mr. Tuomas. How many firms paid back money which made up 
that $130 million? 

Mr. Roserts. My figures are not broken out that way, but I will 
get that information and give it to the committee. I just do not have 
it here. 

Mr. Tuomas. Do you have the approximate number? Was it 100, 
200, 500, or 1,000, or what? 

Mr. Roserts. I would guess that it was in the neighborhood of 800 
or 900 companies. 

Mr. Tuomas. Do you remember 1 or 2 of the large amounts, and 
from whom they were collected ? 

Mr. Roserts. No, sir; Iam sorry, I do not. 

Mr. Tuomas. What was the largest single item which you collected 
last year? Do you remember, or does anyone here with you remember ? 

Mr. Roserts. No, sir; I have not reviewed those figures, and I do 
not know. 

Mr. Tuomas. Does anyone remember ? 

Mr. Roserts. Apparently not. 

(The following information was supplied later :) 

1. During calendar year 1954, the Renegotiation Board’s determinations of 
excessive profits amounted to $130,085,311, which is made up of 1,077 different 
contractors. 


2. In this dollar total, the largest amount refunded by a single contractor was 
approximately $20 million. 


VOLUNTARY REFUNDS OF EXCESS PROFITS 


Mr. Tuomas. Do you have any firms who come in and voluntarily 
offer to return any money ? 








ng 
les 


ral 


n- 


rt 
le 
n- 


of 
it 





37 


Mr. Roserts. There have been voluntary refunds made to the Re- 
negotiation Board steadily throughout its existence, but in the 1954 
calendar year, I remember no outstanding large amount. It is made 
up of many companies, giving relatively small amounts. 

Mr. Roserts. Mr. Reese has drawn my attention to the faet that we 
have a computation which shows there was $5,510,000 voluntarily 
refunded in dollars. 

Mr. Tuomas. Was that last year, during calendar year 1954? 

Mr. Roserts. No, sir; during the Government fiscal year. 

Mr. Tuomas. How many firms contributed to that $5.5 million ? 

Mr. Roserts. We do not have that figure, because we do not make up 
our sheet that way, Mr. Chairman. 

Mr. Tuomas. Well, you certainly have that information in your 
records, though, some place, do you not ? 

Mr. Roserts. Yes, sir; we have it, and we can supply the number of 
firms making up that total. 

(The following information was supplied later :) 

1. The voluntary refunds for fiscal year 1954 totaling $5,510,000 are repre- 
sented by 4 contractors. 

2. The $232,005,643 of determinations of excessive profits made by December 
31, 1954, represent 1,721 contractors. 


AMOUNT OF MONEY SUBJECT TO RENEGOTIATION 


Mr. Yates. On page 8 of your justification it is stated that your 
Board estimates that the total dollar value of renegotiable contracts 
and subcontracts subject to the Renegotiation Act of 1951, as amended, 
will amount to approximately $175 billion. 

Does that include the exemptions which were incorporated in the 
law now in effect ? 

Mr. Roserts. No; this figure is based upon our best information 
as to the total procurement dollars that were let which would be sub- 
ject to renegotiation if exemptions were not applicable. 

Mr. Yates. There is much watering down of that figure in view 
of the exemptions. 

This figure really amounts to a procurement figure; does it not? 

Mr. Roserts. It is essentially a procurement figure; yes, sir. 


RENEGOTIATION BASED ON ACTUAL DELIVERIES UNDER CONTRACTS 


Mr. Yates. If the contracts were less than a half million dollars, 
they should be excluded from this total figure; should they not? 

Mr. Roserts. I am sorry, and I do not want to appear technical, but 
I want to talk to that last statement with reference to the less than 
one-half million dollar figure. 

Mr. Yates. That is all right. 

Mr. Roserts. The exemption from renegotiation is the total de- 
liveries in a year from all contracts and subcontracts. Now, you 
might have 100 contracts, the deliveries under which would total 
$29 million or $150 million. 

Now, depending upon your deliveries that year, under all those 
contracts, you would either be subject to statutory renegotiation or 
not subject. Conceivably, you could have a contract let to an airplane 
company for $3,000,800,000 in 1954, and have no deliveries under that 
contract in 1954. 
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Mr. Tuomas. You probably would not, because the lead time is 
about 2.5 years. 

Mr. Roserts. That is right. I just want to illustrate the difference 
between the contract and the delivery, which is what renegotiation 
is concerned with. 

Mr. Yates. Renegotiation is concerned with the delivery of articles 
under contract totaling more than half a million dollars; is that 
correct ? 

Mr. Roserts. No; the contract can be for $1. If a contractor has 
600,000 contracts for a dollar and delivered all of them in a year, 
he is subject to renegotiation. 

Mr. Yates. I see. Is not the individual contract the sum total of 
all the contracts ¢ 

Mr. Roperts. Yes, sir. 

Mr. Yates. It is the delivery which counts? 

Mr. Roperts. Yes, sir. 

Mr. Mitts. The receipts and accruals are important. 

Mr. Roserts. Technically, the law says “receipts and accruals.” 

Mr. Tuomas. If a man has a contract for $1 worth of material 
he is not going to deliver $501,000 worth; is he? 

Mr. Roserts. No, sir. 


EFFECT OF SUBCONTRACTING ON WORKLOAD 


Mr. Yates. This $175 billion really is not an accurate figure for 
our purposes, is it, in the sense that your intention, I assume, is to 


inform us of the workload which you have, and the figure of $175 
billion does not inform us as to your workload; does it ? 

Mr. Roserts. No; it does not, I am sorry to say, because it under- 
states our workload. 

Mr. Yates. Why does it understate your workload ? 

Mr. Rosertrs. The prime contractors receive contracts from the 
Government and will subcontract approximately 40 cents out of each 
of those contract dollars. So, we would take 140 percent, if you 
are trying to measure our workload. We realize that there is some 
error in the procurement figure due to the exemptions, but we think 
it is more than offset by the feature of subcontracting. 

Mr. Yates. The subcontract amount and the contract amount will 
not exceed $175 billion; will it? 

Mr. Roperts. Yes, sir. 

Mr. THomas. I do not see how it could. 

Mr. Yates. How can it? These are contracts which are awarded 
for $175 billion. 

Mr. Roserts. Yes, sir. 

Mr. Joss. The procurement dollar is renegotiated twice, and three 
times sometimes, due to subcontracting. 

Mr. Yates. I would like to get an answer as to the total workload 
which you contemplate in terms of amount. 

Mr. Tuomas. Instead of $175 billion, it should be 140 percent, or 
150 percent more than that, according to what he said. 

Mr. Roserts. From that total we would have to take the exemp- 
tions. 
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Mr. Yates. Taking into consideration the exemptions and the other 
example as to the type of product manufactured, we do not know 
what amount should be inserted in place of this $175 billion figure? 

Mr. Roserts. No; we think the figure is as good as we can give you. 

Mr. Yates. It just says that is the amount of procurement which 
the Department of Defense has let in that period; does it not? 

Mr. Roserts. That is right. 

Mr. Tuomas. Here is the best answer to that, Mr. Yates: 

They expect 164,500 reports, and of that number 109,500 of them 
are exempt under the $500,000 exemption. 

Mr. Roserts. Those, again, are contractors. 

Mr. Tuomas. Whether they are subcontractors or prime contractors 
makes no difference, because they are still exempt. 

Mr. Roserts. That is right. 

Mr. Yates. Is it correct to say, on the basis of the statement which 
Mr. Thomas just read, that of the $175 billion in procurement which 
we have been discussing, two-thirds of that is not included ? 

Mr. Roserts. No, sir. 

Mr. Yates. The figure which Mr. Thomas just recited shows that 
approximately two-thirds of the contractors are exempt. 

Mr. Roserts. Yes, sir; but you are talking about two different 
things. 

Mr. Yares. I just wondered whether there is a relationship be- 
tween them. 

Mr. Roserts. There is a relationship, but I do not know how to cal- 
culate it. We think that the net of the plusses and minuses will bring 
you back close to the $175 billion. 

You have a 140-percent factor for subcontracts and from that you 
have the ones who are not subject to renegotiation because of the 
statutory minimum, and you have exemptions in the renegotiation law, 
be the net of them, I think, will bring you back close to the $175 

illion. 


EFFECT OF AMENDMENTS TO BASIC ACT ON WORKLOAD 


Mr. Yates. Did the amendments to your basic act help or hurt 
your activities? Presumably, they relieved your workload to some 
extent, by taking out from your jurisdiction deliveries totaling in 
excess of half a million dollars. 

How much did that relieve your workload ? 

Mr. Roserts. I think approximately a 25 percent reduction in the 
cases that have to be processed at the field level. We are speaking 
just of the provision that relates to a minimum ? 

Mr. Yares. One that relates to an amount, rather than a type of 
article. 

Mr. Roserts. The minimum was raised from $250,000 to $500,000. 

Mr. Yates. Do you think that was helpful insofar as the activities 
of the Board are concerned ? 

Mr. Roperts. Yes. Weagreed with that increase, as a Board. 

Mr. Yarers. Will you tell us why ? 

Mr. Rozerts. Yes. Mr. Joss, do you want to answer that ? 

Mr. Joss. We made a study of the filings up to that time, which in- 
dicated to us that the amount of defense business that would come out 
way would be relatively nominal in relation to the overall prob- 
em. 
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PORTION OF CASES RESULTING IN RECOVERIES 


Mr. Muts. I think, if I may speak, that 90 percent of our recoveries 
have been made from 10 percent of the cases. 

Mr. Roserts. It is in that neighborhood; that is the experience to 
date. 

Mr. Mixts. That would, in a way, answer the statement by Mr. 
Thomas. 

Mr. Yates. 90 percent of your recoveries have been made from 10 
percent of the cases. Does that mean that no recoveries were made 
from 90 percent of those cases ? 

Mr. Mitts. No; we said of the recoveries made. 

Mr. Yares. Did I misunderstand you? I thought you said that 90 
percent of your recoveries were from 10 percent of your cases. 

Mr. Mus. I said of the recoveries made, those recoveries have been 
from 10 percent of the cases worked on. 

Mr. Yates. Is not that what I said? 

Then, you do not make any recoveries in 90 percent of your cases. 

Mr. Tuomas. In other words, what you are saying is that just about 
10 percent of the contractors make a little excess profit. 

Mr. Mus. I did not say that. I said it was the large ones, and that 
is the point you brought up. 

Mr. Puuutrs. I still do not understand it, Mr. Chairman. 

Mr. Yates. I do not understand that point, either. I would like to 
find out exactly what the situation is. I would like to have a further 
explanation of that point. 

If I understood you correctly, you said that out of your 100 percent 
of cases that 90 percent of the recoveries come from 10 percent of your 
cases, and the remaining 90 percent only returned 10 percent of your 
total amount in recoveries. 

Is that what you are saying ? 

Mr. Miutas. Yes, sir. 

Mr. Tuomas. Just to put it in simple language, you examined 1,000 
cases during the calendar year, and out of that 1,000 cases are you 
going to recover from 5 percent, 6 percent, 9 percent, or 10 percent ? 

What is the average ? 

Mr. Puitiirs. The average in number, or money ? 

Mr. Tuomas. No; in number. 

Mr. Roserts. Perhaps it will be helpful to the whole question if we 
give some broad figures. We have completed, roughly, 12,000 assign- 
ments in the field. 

Mr. Puitiips. These are what we call cases ? 

Mr. Ropers. We call them cases, too; yes, sir. There have been 
recoveries from about 2,100 or 2,200 companies, or assignments. 

Mr. Tuomas. That would amount to about 20 percent—about 19 or 
20 percent. 

Mr. Roserts. That is about right. 

Mr. Yates. And in the other 80 percent of the cases you had no 
recoveries ? 

Mr. Roserts. That is right. I would like to make clear that when 
you say they resulted in no recovery that that does not mean that we 
did not have to do an awful lot of work on them. 
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Mr. Yates. I am not saying that at all. It is not our intention 
to compel you to get a dollar out of every case that comes. along, but 
to try each case“fairly and determine whether or not the contractor 
owes money to the Federal Government as a result of the renegotation. 


RENEGOTATION PROCEDURE 


For the record, will you tell us what you do when you renegotiate 
a case in terms of what you are looking for? Is there a standard: 
procedure which you have, or a standard allowance that you give the 
contractor ¢ 

In other words, what do you do when you renegotiate a case? 

Mr. Roserts. We are attempting to put ourselves in the position 
of the contracting parties before a contract was let, and before per- 
formance under it was had, and set the contract price at a level that 
we would have set it had we known all the things we know at the 
time we are looking at it. 

© THomas. The statute sets your yardstick, anyway; does it 
not 

Mr. Roserts. Certainly. 

Mr. Yates. What is that yardstick ? 


“EXCESSIVE PROFITS” DEFINED 


Mr. Roserts. I just wanted to get clear the thing we are looking at. 
The statute says that we must consider six factors in examining 
whether or not there are so-called excessive profits, profits which 
might be termed “unconscionable profits,” which are clearly too much 
for the effort made and the work performed; profits must bear a 
decent relationship to the amount of investment; profits must recog- 
nize efficiency ont must recognize the care with which a contractor 
controlled costs; the difficulty and the complexity of the article 
produced. 

In other words, some contractors merely assemble a simple piece 
of mechanism and other contractors have most complex and difficult 
tasks which they perform, and we must give recognition to those 
differences. 

Mr. Tuomas. Can you read into the record at this point the yard- 
stick which you use ? 

Do you have a copy of the act with you? 

Mr. Roserts. No, sir; I do not. 

Mr. Tuomas. Can you furnish that for the record at this point? 

(The matter referred to is as follows :) 

EXCESSIVE PRroFITs.—The term “excessive profits” means the portion of the 
profits derived from contracts with the Departments and subcontracts which is 
determined in accordance with this title to be excessive. In determining exces- 
sive profits favorable recognition must be given to the efficiency of the contractor 
or subcontractor, with particular regard to attainment of quantity and quality 
production, reduction of costs, and economy in the use of materials, facilities, and 
eae and in addition, there shall be taken into consideration the following 

actors : 

(1) Reasonableness of costs and profits, with particular regard to volume 
of production, normal earnings, and comparison of war and peacetime 
products ; 

(2) The net worth, with particular regard to the amount and source of 
public and private capital employed ; 
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(3) Extent of risk assumed, including the risk incident to reasonable 
pricing policies ; 

(4) Nature and extent of contribution to the defense effort, including in- 
ventive and developmental contribution and cooperation with the Govern- 
ment and other contractors in supplying technical assistance ; 

(5) Character of business, including source and nature of materials, 
complexity of manufacturing technique, character and extent of subcon- 
tracting, and rate of turnover ; 

(6) Such other factors the consideration of which the public interest and 
fair and equitable dealing may require, which factors shall be published in 
the regulations of the Board from time to time as adopted. 

Mr. Roperts. Yes, sir. 

Mr. Yares. Is it in the nature of a public-utility concept, one that 
is based on a fair return upon a fair value ? 

Mr. Roserts. No, sir; it isnot. If it were, our task would be much 
simpler. 

Mr. Tuomas. There are 6 or 7 points involved; are there not ? 

Mr. Joss. Actually there are about 20 points, when you count the 
subfactors. 

Mr. Osrerrac. Do you enter into the area of repriceing in connec- 
tion with contracts? As I understand it, there are continuing con- 
tracts which go on indefinitely, but require an adjustment of price. 
Is that correct ? 

Mr. Roserts. That is all done by the military departments, which 
let the contract. We have nothing officially to do with that. We 
merely recognize the result. 


EFFECT OF AMENDMENTS TO BASIC ACT ON WORKLOAD 


Mr. Yates. You and I discussed a few moments ago the first of 
the amendments in terms of the statutory floor. 

Now, the second amendment is in terms of types of article being 
manufactured and delivered. 

Did that amendment complicate your work, and did you approve of 
that amendment in connection with your work ? 

Mr. Roserts. You are referring to the standard commercial article 
exemption ? 

Mr. Yates. Yes, sir. 

Mr. Rozerts. The standard commercial article exemption will com- 
plicate our work at first until procedures are established to handle the 
claims for exemption, but it will lessen our workload ultimately. 

We were not out of sympathy with the desire to carve out from 
renegotiation contractors who make standard articles and who sell 
them in free competition. Such sales may be made at the third, 
fourth, or fifth subcontract level. It is very cumbersome to trace the 
sale of nuts and bolts of a manufacturer who is a fourth-tier sub- 
contractor under an airplane contract. An attempt was made to carve 
out that sort of thing under the standard commercial article exemption. 

Mr. Yates. While that may be a logical explanation, does it not 
provide a loophole for other contractors, though, in trying to bring 
within the exemption some other product ? 

For example, suppose the Army buys 1,000 or 2,000 or 3,000 type- 
writers at one time. The party selling those typewriters would be 
out from under renegotiation as a result of this action, would he not, 
because of the fact that they may make an excessive profit. That 
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is why I wondered whether the Renegotiation Board should not have 
a look at their contract, depending upon what the prices were which 
they paid for it. That was the purpose of my question. 

Mr. Pumps. To my mind, it is a question as to whether or not 
the article has an established price on the market. You do not have 
a problem there. : 

I was going to suggest that perhaps you should ask if the Renegotia- 
tion Board confines itself to the type of contract which deals with 
something in which there is not a fairly well-established price or 
where there is something slightly unusual about the article. 

Mr. Yates. That is correct. 

Mr. Pmuiuuires. Is that a fact? Do you confine yourself to a contract 
covering something for the Government—production and manufac- 
turing for the Government—which does not have a readily established 
price before this contract is let ¢ 

Mr. Tuomas. They only have two pieces of authority, gentlemen, 
and they are clearly written in the law. It does not have anything 
to do with whether the article is standard or not. Until this amend- 
ment came in, if the contract was over $250,000, they had to take a look 
at it. 

Mr. Yates. It may answer your question, but it leaves a question 
inmy mind. Suppose, as a result of the Army contracting to buy an 
immense number of typewriters and as a result of that contract the 
company had to expand its facilities, or had to do something so that 
the normal price was not negotiated by the Army and the Army paid 
more, would that come under your jurisdiction, or would it be exempt ? 

Mr. Roserts. No, sir; it would not be automatically exempt. We 
still have under the standard commercial article exemption a require- 
ment for filing. 

Mr. Yates. Will the company still file with you ? 

Mr. Roperts. Yes, sir; they have to file and set forth, in accordance 
with our regulations, the reasons why they should be exempt. 

Mr. Yates. I see; that answers my question. 

Mr. Hartwie. So far as I was concerned, I was not wholly satisfied 
with the standard commercial article exemption, because I felt that 
through the screening process which the Board had already instituted, 
and which it still employs, the cases which Congress intended to 
reach by this exemption could be reached much more quickly than by 
introducing an exemption which raises difficult questions. 

For example, you have the difficulty of defining what you mean by 
“standard commercial article”; that is one question. 

Mr. Yares. That is correct. 

Mr. Hartwic. The second problem with which we are faced under 
the exemption is the question of competitive conditions. 

If we are to grant an exemption—if we are to determine that com- 
petitive conditions are such as will not reasonably prevent excessive 
profits, that means that we have to cover a wide variety of industries 
to determine whether competitive conditions exist. I am not an 
economist, but I think I know enough to appreciate the difficulty of 
coming up with a firm conclusion with respect to that matter. 

Mr. Yates. How is it worked out? 

Mr. Harrwic. Well, we are just addressing ourselves now to the 
problem of administering that exemption. ’ 
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CONTRACTORS WHO HAVE NOT FILED 


Mr. Yates. Among the 8,000 cases—I was going to say blacklog, 
but I do not know that you can call it a backlog when they have not 
filed—but among the 8,000 cases, this involves people who have not 
filed at all, does it not ? 

Mr. Roserts. Yes; but in regard to that, I would like to point out, 
because of the time limits, none of those 8,000 apply to the 1954 year, 
which is the only period to which a standard commercial article 
exemption applies. 

Mr. Yates. Do these 8,000 wey under the law at the present 
time in your judgment? If they did not qualify, you would not list 
them in the 8,000; would you? 

Mr. Roserts. That is right; we have information which makes us 
think that they should file. 

Mr. Mixis. You were asking, were you not, Mr. Yates, about a 
standard commercial article? 

Mr. Yates. Yes; and as to whether or not they should file and as to 
whether or not they qualify under the present a If they did not 
qualify under the present law, presumably they should not be in your 
list of those who should file ; is that correct ? 

Mr. Roserts. Yes, sir. I was trying to point out that none of the 
8,000 could be involved in the standard commercial article exemption, 
because that only applies to contractors with 1954 year business. 

Mr. Yates. What you are saying, then, as a corollary to this last 
statement, is that there may be others for whom a question exists, as 
to whether they should file; is that correct ? 

Mr. Roserts. In the future there may be 1954 contractors who are 
required to file their renegotiation information on May 1. In accord- 
ance with the regulations of the Board, filings are due on the 1st day 
of the fifth month following the close of the fiscal year. 

Mr. Mitts. No one, Mr. Yates, is relieved from filing. 

Mr. Tuomas. That is what I believe he is trying to get at. Regard- 
less of the standard item question, and regardless of the $500,000 floor, 
he still has to file; he is just not subject to renegotiation. 

Mr. Roserts. Yes, sir; that is right. 

Mr. Tuomas. Should not these 8,000 cases be turned over to the 
Department of Justice at once? 

Mr. Roserts. At some point, when we get them boiled down, we will 
discuss them with the Department of Justice. Of course, I do not 
want to say at what point. 

Mr. Tuomas. Why is there any question about it? You know that 
they have not filed, and why should not those cases be turned over to 
the Department of Justice? 

Mr. Roserts. I hate to say this, but we have had a stringency of 
funds, and our people have been overworked, and we are just now 
vetting around to our followup job, and therefore these 8,000 cases 
have not received the attention they should. 

We are currently working on them, and timewise, we should not 
be expected to have turned them over to the Department of Justice. 

Mr. Tuomas. Do you need more money for that purpose? Are you 
asking for that? 

Mr. Rozerts. If we had more money, we could have processed them. 
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Mr. Tuomas. Are you asking for an additional amount in this ap- 
propriation with which to do it? 

Mr. Roperts. Yes, sir; we are asking for an additional amount. 

Mr. Tuomas. How much money, in contracts, is involved in that 
8,000 cases ? 

Mr. Roserts. We have no way of knowing. 

Mr. Tuomas. Well, if you do know who the 8,000 are, would you not 
know the amount of their contracts, or could you not check it with 
the various contracting departments? 

Mr. Roserts. No, sir; they are mostly subcontracts, but not entirely. 

Mr. Tuomas. These are mostly subcontracts? 

Mr. Roserts. Yes, sir; if not entirely. 

Mr. Tuomas. All right. 


LEGISLATIVE EXTENSION OF THE RENEGOTIATION ACT 


Mr. Yares. Did I read in the newspaper that the Secretary of Com- 
merce has recommended that your agency not be continued ¢ 

Mr. Roserts. I have no information as to what the Secretary of 
Commerce has recommended. 

Mr. Yates. I think I read it in the newspaper somewhere. Did you 
read about it in the newspaper, also? 

Mr. Roserts. I did not, sir. 

Mr. Yates. Do you know whether or not he is going to recommend 
that it be continued ? 

Mr. Roserts. I have no idea about that. My information is that 
the decision has not been made as to the extension or nonextension of 
renegotiation. 

Mr. Yares. The law presently expires in September of this year; 
does it not ? 

Mr. Roserts. The law expired December 31, 1954. 

Mr. Yates. December 31, 1954? 

Where did I get this September date which I saw? 

Mr. Reese. That was when the extension was effected last Septem- 
ber for 1 year; it was retroactive; it applied back to January 1. 

Mr. Joss. Historically, renegotiation has been legislated on a retro- 
active basis. 


BACKLOG OF WORK 


Mr. Yates. How many cases do you have pending before your 
Commission right now, and how much money is involved? 

Mr. Roserts. We have a number of contractors whose cases are not 
completed in the field ; some 3,656 as of December 31. 

Mr. Yates. What is the gross amount of their contracts which 
are subject to renegotiation, or is that figure available? 

Mr. Roserts. We do not compile that figure, Mr. Yates. 

Mr. Yates. You just have a list of the contractors and you look at 
their contract, and you do not know the amount which may result 
in renegotiation ? 

Mr. Ropserts. No, sir. 

Mr. Yates. I mean the amount which may result in a repayment 
through renegotiation ? 

Mr. Roserts. We take a filing and if it is over the statutory mini- 
mum, and if it looks, by a preliminary examination, as though they 
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have made excessive profits, we assign it to the field, but we do not 
keep a tabulation of how many dollars are involved in those re- 
negotiations which are assigned to the field, because they will be 
handled in a detailed manner, and all of that information will be 
set forth in a report. 

Mr. Mixts. It would be physically impossible to take these cases 
contract by contract. The contractors are required to report the 
overall receipts and accruals on the Government business year by 


year. 
DETERMINATION OF CONTRACTORS SUBJECT TO RENEGOTIATION 


Mr. Yates. That leaves an interesting question in my mind: 

What liaison or what connection or what cooperation do you have 
with the Department of Defense, in order to know to whom their 
procurement goes? How do you know what contracts go through 
contracting parties of the Department of Defense ? 

Mr. Roperts. Each 30 days we receive a copy of the procurement let 
during the prior 30 days. 

Mr. Yates. Do you receive the amount or the number of con- 
tractors ? 

Mr. Roserts. Both, by name of the contractor, and by amount of 
contract. 

We check those lists against filings, and that is one way that we 
determined the 8,000 which we speak about here. 

Mr. Joss has pointed out another thing which I do want to mention 
to you: 

We have the right to examine income-tax statements. Income-tax 
statements contain a questionnaire as to whether or not a corporation 
or partnership had, during the year, business which was subject to 
renegotiation. That is another source of our 8,000 names. 

Mr. Yares. Well, right now, you consider the 8,000 cases a back- 
log, really; do you not? 

Mr. Roserts. It is a backlog—definitely. 

Mr. Yares. In addition to the number of actual cases which you 
do have pending? 

Mr. Ropertrs. But, not in the sense that we have these 3,656 cases 
in the field which require detailed study. 

Mr. Joss. It is my belief that we will be able to reduce this 8,000 
figure to a very small amount through a system of followups which 
we have instigated within the last 3 months. It is also our belief, as 
a result from checking and using the followups which we have under- 
taken that a very large percent of these people will be under the floor, 
and they simply say: “Well, if I am ae the floor, why in the world 
should I file?” 

We have not actually pressed our followup to the point where we 
feel sure enough to refer any of them to the Justice Department, but 
that job still has to be done. 

Mr. Yates. It is obvious to me that your work is not yet done. Is 
that your conclusion also? 

Mr. Roserts. Indeed, it is. 
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EXPERIENCE WITH AMENDED RENEGOTIATION ACT 


Mr. Yates. Do you feel that if the act were extended, that the act 
should be extended in its present form or that the exemptions which 
were written into the act the last time should be continued, or that 
this standard commercial exemption should be continued ? 

Mr. Roperts. Well, if the Congress were to extend the Renegotia- 
tion Act, they would consider those items, and I presume they would 
call upon us for information as to our experience in the administra- 
tion of the standard commercial articles exemption. 

Mr. Yates. That was, essentially, my question. 

Mr. Roperts. We have not had enough experience in it to date to 
say whether or not it is a good thing or a bad thing; we are currently 
just facing up to the problem of administering the exemption. 

Mr. Yates. What about the durable machine aspect of it ? 

Mr. Roperts. That is, likewise, a piece of that same legislation, and 
while it does not present the difficulties that the other one does, we 
have not had any experience in it. 

Mr. Yates. How long have you been operating under the new act? 

Mr. Roperts. The new act was passed on September 1, and it be- 
came retroactive to January 1, 1954. Contractors who performed in 
1954 and have a year, ending December 31, will be required to file 
their renogotiation material on May 1, 1955. 

Mr. Yates. I see. 

Mr. Roserts. So, the first time we will see the result of these filings 
will be some time in June, July, or August, or September of 1955. 

Mr. Yates. In other words, I should ask you this question next 
year? 

Mr. Roperts. Yes, sir. 

Mr. Evins. Mr, Chairman, I think it is obvious from Mr. Roberts’ 
statement, as he has spoken of the “orderly liquidation” of his agency, 
the Renegotiation Board—that you feel, Mr. Roberts, that it should 
not be “liquidated”; is that correct ? 

Mr. Roserts. It is difficult for me, sometimes, to project my mind 
into the time cycle, because we deal with contractors with calendar- 
year endings, whereas the Government fiscal year ending on June 30, 
1956, is the subject of this budget. Assuming no extension of the act, 
a requirement in making this budget, we feel we will be able to dis- 
pose of a good share of our workload. 

Mr. Evins. Should the cold war with which we are confronted 
break into a hot war, your work would no doubt increase, and the 
situation will be entirely different ? 

Mr. Roperts. Yes, sir; very definitely. 

Mr. Tuomas. We are now spending $35 billion or $40 billion a year 
for defense. 


CLOSING OF BOSTON REGIONAL OFFICE 


Mr. Botanp. Mr. Roberts, your statement indicates that you are 
closing the Boston office in March of this year. 

How many employees do you have in the Boston office ? 

Mr. Roperts. We have those figures here, and I want to be accurate 
about it. We had 73 employees at the end of December 1954, in 
Boston. 
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Mr. Botanp. How many cases have been assigned to that particular 
office ? 

Mr. Roserts. My figures at hand do not provide that information. 
They have an uncompleted backlog in Boston at the moment of 27) 
assignments. 

Mr. Boxanp. Could these assignments be handled just as easily 
from the New York office? I assume the cases will be assigned to 
the New York office? 

Mr. Roserts. Yes, sir. 

Mr. Botanp. Have you had any complaints in regard to the closing 
of the Boston office ? 

Mr. Roserts. I want to clarify my answer: I do not want to say 
that we can handle the cases just as easily from New York, because 
that would be misleading, but there comes a point in an operation 
where it is clearly uneconomical to keep a full staff to process a few 
assignments, and that situation has arisen at the Boston location. 

Mr. Botanp. Do you consider 270 cases to represent a small number 
of cases? 

Mr. Roserts. Yes, sir. 

Mr. Botanp. Have there been any complaints from that area? 

Mr. Roserts. Interestingly enough, there have been complaints from 
some industrialists whom you would think would cheer a reduction in 
cost of a Government operation. 

Mr. Botanp. Actually, this action is not going to damage the work 
of the Board too much; is it? 

Mr. Roserts. No, sir; we feel it is a sound move, and that no one 
is going to be inconvenienced out of proportion to the good sense of 
the move. 

Mr. Boxtanp. How long has the Boston office been open ? 

Mr. Roserts. We opened it in June of 1952, I believe. 


EXCESS PROFITS RETURNED TO TREASURY 


Mr. Puitires. Your operations next year involve a figure of $175 
billion, or would that be for the entire time that you have been in 
existence ? 

Mr. Roserts. The $175 billion encompasses the coverage of the 1951 
act. 

Mr. Puriuies. The entire life of the act ? 

Mr. Roserts. Yes, sir. 

Mr. Pritiies. Out of that, you had recovered, up to last year, about 
$107 million ? 

Mr. Roperts. Yes, sir. 

Mr. Puiures. How much did you add to that in the intervening 

ear? 
r Mr. Roserts. We have $240.9 million at the moment. 

Mr. Putiures. $240 million represents about one-tenth of 1 percent 
recovery ; is that about right ? 

Mr. Roserts. The $175 billion figure, Mr. Phillips, is sales, and the 
other figure relates to profits recovered. 

Assuming a 10-percent profit on the $175 billion, we would get a 
profit figure to which it would be correct to relate the recoveries. 

Mr. Puitiirs. Your point is good. How much did it cost the Gov- 
ernment to recover the $240 million ? 
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Mr. Reesr. Approximately $14 million. 

Mr. PHiiies. That is a fairly good investment. You were sup- 
posed to go out of business on December 31, or your engine stopped 
then, but you are coasting, and legally you can coast for another 2 
years, can you not, before you actually close your shop? 

Mr. Roserts. Legally, we could continue until we have completed 
the assignment arising under the coverage of the act. 

Mr. Putures. There was no deadline except for that? 

Mr. Roserts. No, sir. 


COVERAGE OF THE RENEGOTIATION ACT 


Mr. Ostertrac. Along the line of the inquiry of Mr. Phillips, what 
is the coverage of the act? 

As of January 1, you ceased to take on new renegotiations, is that 
correct ? 

Mr. Roserts. Yes; let us take the X corporation, for its year ending 
December 31, 1954. Defense deliveries during the year would be rene- 
gotiated. Such deliveries during the following year would not be 
renegotiated. 

Mr. Ostertac. That is as I understand it. 

Mr. Putuirs. In other words, on deliveries made in 1954, they have 
until May, did you say, to file? 

Mr. Roperts. Yes, sir. 

Mr. Osrertag. The time element of the contract itself, which was 
entered into, let us say, in 1954, will continue for perhaps 2 years, all 
of which is subject to your inspection, or checks; is that right? 

Mr. Roserts. No, sir. 

Mr. Ostertac. Will you kindly clear up where your work comes 
from after the law expires? 

Mr. Rozerts. Well, our work comes from the filings of companies 
operating in 1954 and prior years relating to the deliveries under 
defense, and thus renegotiable contracts. 

The point that bothers everyone is the one between a contract and 
the deliveries under the contract. 

Mr. Ostertac. That is right. 

Mr. Roserts. The Congress made the deliveries under the contract 
subject to renegotiation; they did not say “this contract is subject to 
renegotiation”; they said that any deliveries made under the contract, 
commencing January 1, 1951, and ending December 31, 1954, shall be 
subject to renegotiation. The contract may run into 1955, 1956, 1957, 
or 1958, and unless the law is extended, the 1955, 1956, 1957, and 1958 
deliveries will not be subject to renegotiation. 

Mr. Ostrerrac. Then, it is reasonable to assume that the 1956 fiseal 
year, beginning next July, and for which this justification is made, 
will be just as heavy, so far as your workload goes, comparatively 
speaking, as in any previous year? 

Mr. Roperts. Yes, sir; and in some ways, of course, it will be more 
difficult. 

The imminent closing of the operation causes the loss of the best 
people; they leave, and get something else that has a more secure 

ture. 
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EXTENSION OF ACT WOULD REQUIRE ADDITIONAL APPROPRIATION 


Mr. Osterrac. Would the enactment or an extension of the Re- 
negotiation Act affect your budget in any way, or your requirements? 

Mr. Roserts. It would affect them in this way: We have planned 
for a liquidation and a cessation of the input, and we would not have 
the cessation of the input and so, we would probably have to have a 
little more money for additional people. 

Mr. Yates. Is your budget predicated upon the liquidation of your 
agency / 

Mr. Roserts. It is always predicated upon the basis of existing 
law, and that is why, unless an extension is enacted, it is in the process 
of liquidation. 

Mr. Yares. What you are saying is that this budget is predicated 
upon a liquidation of your agency ¢ 

Mr. Joss. It could not be anything else under the law. 

Mr. Roserrs. If you will look at the table on page 14, you will see 
what I am referring to. 

Mr. Yates. If Congress extends the law, you will then have to come 
back to us and ask for more money ¢ 

Mr. OstrertaG. That is the point I had in mind. 

Mr. Roserts. I would say, offhand, that we would try to get along 
without it; we might have to ask for more, however. i do not want 
to say we would have to, because we are planning on processing, in 
fiscal 1956, 5,250 cases, and the best we have ever actually done is 5,904 
sases. 

Mr. Tuomas. Regardless of the law, and the cutoff date, and so forth, 
you are planning to carry on your activities in fiscal year 1956 at the 
same high gear which you have been carrying them on during the last 
3 years / 

Mr. Roserts. Practically ; yes, sir. 

Mr. Tomas. And, for all practical purposes, the word “liquidation” 
does not form a part of your budget here ? 


FUNDS FOR TERMINAL LEAVE PAYMENTS 


Mr. Putts. Does your budget which you are now presenting carry 
anything in it for severance pay ? 

Mr. Roperts. Yes, sir; there are some funds in here which will take 
care of the accumulated leave of people whom we have to pay in the 
liquidation of this operation. 

However, that does not form a substantial amount of the budget. 

Mr. Putuirs. Can your budget officer tell me, roughly, how much 
that is? 

Mr. Reese. We worked is out with the Bureau of the Budget, and 
arrived at a figure of approximately $132,000. 

Mr. Puitures. If you do not liquidate, then you have $132,000 which 
you are not going to need? Are you going to impound that $132,000 
if you do not liquidate ? 

Mr. Roserts. No, sir; it is not set up as a reserve. It is hoped that 
we can accumulate as we go along, through lapse money, and so on, 
and that if we had to pay it, we would have the $132,000 with which 
to cover it. 
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Mr. Osrerrac. I take it from your previous answer to the question 
as to your fiscal requirements that the workload for this next year 
will require the funds which have been requested, regardless of the 
enactment or the failure to extend the law? 

Mr. Roserts. Yes, sir. We will require, in my opinion, every bit 
of it, including the severance pay. 


PENALTY FOR FAILURE TO FILE A REFORT 


Mr. Ostertac. Do we understand that there is a penalty attached 
to anyone failing to file? 

Mr. Roserts. There is a penalty attached to the willful failure of 
anyone to file. 

Mr. Ostertac. What is the situation in regard to these 8,000 firms 
or people who have failed to file up until now ? 

Are they now subject to a penalty? Do you notify them that they 
have failed to file, and that they have violated the law? Do you 
apprise them that you people are waiting for such a report? 

Mr. Roperts. Yes, sir; we write them 2 or 3 times. We send them 
a telegram and, finally, we have worked out a letter which states we 
are referring the matter to the Department of Justice, unless we hear 
within 20 days. 

Mr. Yates. That is the procedure which you are now following ? 

Mr. Roserts. Yes, sir; we feel that the Department of Justice will 
have to carry on after we refer the matter to them. We have an 
obligation under the law, and we are trying to carry out our obligation. 

Mr. Puiures. I would not think it would take many months to 
work out a letter like that, would you? 


Mr. Roserts. No, sir. 

Mr. Tuomas. For the record, we do not want anyone in the future 
to say any unkind things about this agency for failing to establish 
willfulness. You may have 1 or 2 letters setting forth the law on 
willfulness, but let someone check up here and there. If a year from 
now we find that the statute of limitations has run, we do not want to 
find that some persons have been subject to the act while others have 
not. Let us avoid that, and get busy on this thing, and feed everyone 
out of the same spoon. 


FUNDS FOR TERMINAL LEAVE PAYMENTS 


I want to remind you gentlemen about your $132,000 terminal pay 
money. It is not in this budget, and you will get that through savings 
on people dropping out, and so forth? 

Mr. Roserts. That is right. 

Mr. Tuomas. After all, this accrued leave goes with the employee, 
if he leaves your agency and goes to XYZ agency, it is their liability, 
and not yours 4 

Mr. Reese. That is why the figure was kept at a very minimum; be- 
cause most of the professional people who have left us have been able 
to go into other agencies. 
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NUMBER OF EMPLOYEES 


Mr. Fromas. How many people do you actually have on your pay- 
roll asof January1? Do you remember? 

Mr. Reese. 619. 

Mr. Tuomas. You are going to have to cut that down to 569? 

Mr. Reese. Yes, sir. 

Mr. Tuomas. We thank you, gentlemen, very much. 

Mr. Roserts. Thank you, Mr. Chairman. 


(The following information was submitted at the request of the 
Committee for insertion in the record.) 


Average Number of Employces, Renegotiation Board Fiscal Years 1951-1956 


DP Eig sk inked ai eae 109 iia otis tase sca tapssoagdie eaten 716 
race i 245 Ree Ceeenee) 5 oon ce 613 
1953... S eaiuncae ign a eanenep aegis 677 1006 (estimate)... isl. 569 





SELECTIVE SERVICE SYSTEM 


WITNESSES 


MAJ. GEN. LEWIS B. HERSHEY, DIRECTOR OF SELECTIVE SERVICE 

BRIG. GEN. LOUIS H. RENFROW, DEPUTY DIRECTOR OF SELECTIVE 
SERVICE 

COL. WILLIAM §. ILIFF, JR., ASSISTANT TO DIRECTOR OF SELECTIVE 
SERVICE 

MAJ. ROBERT S. STILES, LEGISLATIVE LIAISON OFFICER 


Amounts available for obligation 


(Balances for June 30, 1954, are as certified under sec. 1311, Public Law 663) 





| 


1954 actual | 1955 estimate | 1956 estimate 
$$ 





Patuinia MIL. 
IRON SRN ao on hos dein ecto ancncaeenne $29, 882,400 | $29, 003, 063 | $28, 700, 000 











Unobligated balance, estimated savings.....--_..._.----------- —2, 225, 210 oa 264, 800 |......--.--.- 
NE HIE cise cnscnowacecncteseuumacousee’d | 27, 657, 190 | 98, 738, 763 | 28, 700, 000 


Obligations by activities 


Description 1954 actual | 1955 estimate | 1956 estimate 


| 





1. National administration, planning, training, and records | 





Management___-- : $1, 646,173 | $1,733,847 $1, 715, 800 
2. State administration, “planning, training, ‘and records serv- | | 
I a ee alice kgockeata nln 6, 122, 794 | 5, 824, 414 5, 943, 800 
3. Registration, classification, and induction ....-.---..-----_- 19, 667,869 | 20,915, 502 20, 963, 700 
4. Special boards: 
(a) National Advisory Committee on the Selection | | 
of Doctors, Dentists, and Allied Specialists. ______| 148, 892 oo eee oe 
(b) National Selective Service Appeal Board _-_-._-.._._- | 71, 462 | 75, 000 | 76, 700 
Obligations incurred ..............-.------------- | 97,657,190 | 28, 738, 763 | 28, 700, 000 
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Obligations by objects 


Object classification 


Total number of permanent positions 
Full-time equivalent of all other positions 
Average number of all employees 
Number of employees at end of year: 
Civilian employees 
Military employees 


Average salaries and grades: 
General schedule grades: 
Average salary 
Average grade 
Ungraded positions: Average salary 


Personal services: 
Permanent 
Positions other than permanent 
Regular pay in excess of 52-week base 


Payment above basic rates.._...-....---...--- 


Total personal services 
Travel 
Selectee travel 
Transportation of things 
Communication services 
Penalty mail 
5 Rents and utility services 
) Printing and reproduction 
Other contractual services 
Supplies and materials 
0 Equipment 
5 Taxes and assessments 


Obligations incurred 


ain ctiies dune 66 gadibe annee 


1954 actual 


| 


7,011 | 
707 


1955 estimate | 1956 estimate 


6, 515 
720 
6, 769 


7, 308 
341 


$3, 823 | 
GS-4.6 
$2, 914 


6, 487 
735 
6, 695 








$20, 621, 133 | 

2, 067, 539 | 
70, 715 
45, 764 


$20, 858, 041 
2, 059, 400 
75, 580 

46, 644 





633, 702 | 
1, 861, 236 
53, 291 
554, 483 | 
444, 923 | 
352, 482 | 
80, 119 
450, 897 | 
151, 135 | 
108, 759 
216, 089 | 


22, 805, 151 
727, 825 
2, 938, 862 
51, 100 | 
575, 000 | 
525, 100 | 
99, 400 i 
89, 600 | 
528, 605 | 
148, 000 | 
3, 645 | 
246, 475 


23, 039, 665 
668, 875 
2, 671, 000 
51, 000 
579, 000 
520, 100 
105, 000 
87, 100 
504, 880 
155, 500 
113, 200 
204, 680 








27, 657, 190 





Analysis of expenditures 


28, 738, 763 | 


(Balances for June 30, 1954, are as certified under sec. 1311, Public Law 663) 


Obligated balance brought forward 
Obligations incurred during the year 


Adjustment in obligations of prior years 


Obligated balance carried to certified claims account 


Obligated balance carried forward 
Total expenditures 
Expenditures are distributed as follows: 


Out of current authorizations 
Out of prior authorizations 


| 
1954 actual | 
cP Te eo oe 


$4, 329, 905 | 
27, 657, 190 


28, 700, 000 


| 
1955 estimate | 1956 estimate 


$1, 581, 151 | 
28, 738, 763 | 


$1, 600, 000 
28, 700, 000 





31, 987, 095 
—209, 233 | 

—88, 747 
| —1, 581, 151 | 
30, 107, 964 | 


| 
| 


26, 152, 786 | 
3, 955, 178 | 








30, 319,914 | 30, 300, 000 


28, 719, 914 | 


27, 166, 167 | 
1, 553, 747 | 


Mr. Tuomas. Will the committee please come to order. _ 
It is nice to have with us again our friends from the Selective Serv- 


ice System. 


"1, 700, 000 


28, 600, 000 


27, 050, 000 
1, 550, 000 


It is nice to see you, General Hershey, the Director, and General 
Renfrow, the Deputy, Colonel Iliff, the Assistant to the Director, 
and Major Stiles, the legislative officer. If any of the members of the 
staff have a statement for us we will be delighted to hear it. 


GENERAL STATEMENT 


General Hersney. Mr. Chairman and members of the committee 
I have a short statement I would like to read if I might. 
The justification for the request of $28,700,000 to operate the Selec- 
tive Service System, and the National Selective Service Appeal 
Board during the fiscal year 1956, is before you in detail. 
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To attempt to discuss any part of that justification in this statement 
would be repetitious. 

I do respectfully call your attention to the fact that this budget is 
$303,063 less than the appropriation for fiscal year 1955. Out of the 
amount appropriated $264,300 is held in reserve by the Bureau of 
the Budget. ' 

However, there is one item, 40—A titled “National Advisory Com- 
mittee of the Selection of Doctors, Dentists, and Allied Specialists” 
that is not included in the 1956 estimate because of the expiration of 
that section of the law on June 30, 1955. 

There is a 2-year extension bill, H. R. 2886, continuing thie *une- 
tion pending before the Congress, and if enacted into law, it will then 
be necessary to request a supplemental budget of $200,000 for this 
purpose. 


DUTIES OF LOCAL DRAFT BOARD CLERK 


It has long been the thinking of a good many in responsible 
agencies, and arms of the Government, that the money appropriated 
to Selective Service is in direct relation to the number of men actually 
and finally being inducted. 

This is not an accurate picture. Only a very small part of the 
activity of selective service depends directly on the number to be 
inducted. 

A local board clerk has furnished us with a reasonably detailed 
statement of the varied activities which she is required to do. It 
represents four closely written pages of the functions performed until 
we finally reach that which is directly tied to the induction load. 

I should like to give you the benefit of this statement by a typical 
local board clerk, and T will put the statement in the record. 

(The statement referred to is as follows:) 


STATEMENT OF LOCAL BOARD CLERK AS TO DUTIES 
REGISTRATION 


Interview man to determine if he is required to be registered and that 
he has not previously registered elsewhere. If he is unable to present proof 
of birth, necessitates telephone call or calls to Bureau of Vital Statistics, school 
authorities, parents or relatives. Complete SSS Form No. 1 (Registration Card) 
and SSS Form 2 (Registration Certificate). Advise registrant of his responsi- 
bilities under selective service law. 


NUMBERING OF REGISTRATION CARDS 


Once a week, take registration cards (SSS Form No.1) for all late registrants, 
number cards; enter number on back of registration certificate; mail certificate 
to registrant; mail SSS Form No. 100 (Classification Questionnaire) ; enter 
name of SSS Form No. 3 (List of Registrants): enter in SSS Form No. 102 
(Classification Record); prepare SSS Form No. 101 (Cover Sheet). On 
all cover sheets, enter number of decentralized local board area. Prepare 
SSS Form No. 3 of decentralized area. (This is in addition to regular SSS 
Form No. 3.) On the 10th of each month, for current 18-year-old registrants 


follow the same procedure as outlined above. File registration cards in alpha- 
betical locator file. 


RETURN OF QUESTION NAIRE 


Check for completeness; note date of return on questionnaire. If complete, 


put in file pending a local board meeting. If incomplete, return with a letter 
requesting that it be completed. 
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BOARD MEETING 


Pull all cover sheets for initial classification, reclassification and reconsidera- 
tion. Check each cover sheet to determine if complete; attach notes for atten- 
tion of the local board as to why case for their attention. Contact chairman 
of local board and establish a satisfactory meeting date. Then contact other 
local board members in order to determine if a quorum is available. When date 
is satisfactory, write each local board member a confirming note. Send written 
notices to registrants who have requested a personal appearance. 

After local board meeting, enter under “Minutes of Action” (reverse of ques- 
tionnaire), the date, and action taken by the board as well as the vote. Enter 
on front of cover sheet, date and action of local board. Prepare and mail SSS 
Form No. 110 (Notice of Classification) to each registrant. Prepare and mail 
SSS Form No. 111 (Classification Advice) to each person who requested the 
deferment of any registrant. Prepare SSS Form No. 112. (Make extra copies 
of SSS Form No. 112 for local disaster plan—to be placed in depositories.) Enter 
the classifications in SSS Form No. 102 (Classification Record). For special 
registrants a separate SSS Form No. 112 is prepared. 

From the SSS Form No. 112, an “in” and “out” count of all classifications is 
made and entered on the SSS form No. 115 (Local Board Action Summary 
Sheet). 

Usually after each local board meeting, there are a number of letters to write 
to registrants such as replying to inquiries regarding the granting of future 
deferment for schooling, essential employment, ete. 


MAIL 


Local board mail consists of changes of address, questionnaires being returned, 
SSS Forms No. 109 from the various colleges, test scores on the college qualifica- 
tion tests, requests for transfer of preinduction physical examination or induc- 
tion; papers being returned from the Armed Forces examining station after 
preinduction physical examinations or inductions. Requests for deferment be- 
cause of hardship, occupation, apprentice training; DD forms No. 44 (Military 
Status of Individual) and other miscellaneous material. 


TELEPHONE 


Telephone calls are numerous. Individuals calling inquiring where to come 
for registration; calls regarding classification from registrants, parents or em- 
ployers ; registrants inquiring as to when they may be expected to be called for 
physical examination or induction ; registrants reporting various changes in their 
status (they are advised to put in writing so it can go in cover sheet) ; requests 
covering all phases of classification and various provisions of the law. 


VISITORS 


Individuals reporting for registration ; registrants reporting changes of address 
and changes in status; registrants and other individuals requesting information 
covering the gamut of the law and regulations. Registrants reporting back to 
the board after completing military service; registrants applying for duplicate 
registration certificates and classification cards—these requests are numerous. 


REPORTS OF ENTRY INTO SERVICE AND SEPARATION NOTICES 


DD form 53 (notification of Home Address at Time of Latest Entry into 
Active Service) and DD form 214 (notice of Separation) are received daily from 
State headquarters. The DD forms No. 53 are checked against alphabetical 
locator file; if a registrant, cover sheet is pulled for attention of local board 
for reclassification; if not, put in at-large file. Check DD forms 214 against 
locator file; if registrant, pull cover sheet for attention of local board for re- 
classification ; if unable to identify as registrant, write to individual regarding 
registration; if registered, where; if not, advise to report to local board for 
registration. If not required to be registered because of age or reenlistment 
in service, file in at-large file. 


PHYSICAL EXAMINATION 


When monthly call is received from State headquarters for preinduction 
physical examination, pull the required number of cover sheets from file ; prepare 
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SSS form No. 223 (Order to Report for Armed Forces Physical Examination), 
in duplicate; mail original to registrant and put copy in cover sheet. Enter in 
appropriate column in SSS form No. 102 (Classification Record) reporting date, 
Prepare DD form No. 47 (original and 3 copies) for each individual registrant 
and for the group, SSS form No. 225 (Physical Examination List). Attach to 
an individual’s record, any documentary evidence in cover sheet regarding physi- 
cal condition of registrant. If a registrant states that he has an obvious 
physical defect as outlined in section 1629.1, Selective Service Regulations, 
arrange an appointment with the local board medical adviser for registrant. 
Inasmuch as many registrants are no longer in the vicinity of their own local 
board, they take their notices to the nearest local board for transfer. When SSS 
form No. 222 (Transfer for Armed Forces Physical Examination) is received 
from a local board, it is completed and required copies returned to transfer board 
with required DD forms No. 47 (Record of Induction). If a registrant now 
residing in the locality of this local board receives an order for physical examina- 
tion, the above procedure is reversed. 

After physical examination is completed, the Armed Forces examining and 
induction station return papers to local board. The original of DD form No. 
62 (Certificate of Acceptability) which was prepared by AFES, in duplicate, is 
detached and mailed to the registrant. An entry is made on questionnaire under 
minutes of action, showing date certificate mailed, whether or not found accept- 
able. If not, cover sheet to be placed before local board for reclassification. If 
found acceptable, name put on list of available registrants according to age. 
Entry is made in SSS form No. 102 (Classification Record) as to whether found 
acceptable or nonacceptable. When papers are returned from medical adviser 
on those who have claimed obvious physical defects, they are checked to deter- 
mine if physician has certified as unfit for service; if so, put before local board 
for reclassification; if not, order for preinduction physical examination on next 
eall. 

For those who fail to report for physical examination, we endeavor to contact 
registrant by telephone or mail to determine failure to report. If cannot contact 
registrant, write to the “person who will always know his address,” contact 
employer or neighbors to try to locate. 


APPEALS 


When a request for #ppeal is received from the registrant, employer or de- 
pendent, the registrant is scheduled for a personal appearance if he has re- 
quested one. If not, the cover sheet is placed before the local board for their 
reconsideration. When the registrant, employer or dependent has exhausted 
procedural rights of appeal at local board level and desires case to be considered 
by the board of appeal, the file is thoroughly examined to see that all provisions 
of the regulations and law have been complied with. If cover sheet is in order, 
SSS Form No. 120 (Individual Appeal Record) is prepared, notation made under 
minutes of action and in classification record and file forwarded to State director 
of selective service. 


TRANSPORTATION REQUESTS AND MEAL AND LODGING TICKETS 


A transportation request and SSS Form No. 533 (Government Request for 
Meals or Lodgings for Civilian Registrants) must be prepared for each registrant 
ordered for preinduction physical examination or induction. 


DELINQENTS 


A search is being conducted constantly in all local boards to locate registrants 
who have become delinquent with the board for various reasons. Telephone 
calls are made to relatives, neighbors or employers; letters are written to various 
individuals to try to determine the whereabouts of these individuals. When all 
efforts to locate these registrants have been exhausted, then the individual is 
ordered for preinduction physical examination and then induction as delinquents 
registrants. When the registrant fails to report for induction as a delinquent 
registrant, SSS form No. 301 (Delinquent Registrant Report) is prepared and 
forwarded to the United States district attorney and the registrant’s name is 
placed on SSS Form No. 302 (Record of Delinquents). During the course of 
each month, various delinquent registrants report to the local board office either 
of their own accord or through the efforts of the FBI and appropriate action is 
taken on each case. 
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REPORTS 


At the end of every month, SSS Form No. 116 (Report of Availability and 
Summary Classification) is prepared from SSS Form No. 115 (Local Board Action 
Summary Sheet). -This report gives a detailed record of every registrant by 
classification. Upon completion submitted to State headquarters. 

At the end of every month, SSS form No. 117 (Summary of Classification 
Speeial Registration No. 1) is also prepared in the same manner as SSS form 
No. 116—submitted to State headquarters. 

Each quarter, SSS form No. 303 (Summary of Delinquencies) is prepared 
from SSS form No. 302 (Record of Delinquents) and submitted to State head- 
quarters. 

Frequently local board clerks are required to compile reports concerning 
various phases of the manpower operation for the use of either State headquar- 
ters or national headquarters. 


SPECIAL REGISTRATION 


The registration, numbering, and preparation of cover sheets for special regis- 
trants is same as outlined for regular registrants. A special registrant is re- 
quired to complete DD form 390 (Initial Date for Classification, etc.) in addition 
to classification questionnaire which also must be checked for completeness. 
From information contained in DD form No. 390, a determination is made as to 
priority. Separate SSS form Nos. 3, 112, 115, and 117 are maintained for the 
special registration. Special files are maintained according to priorities and 
separate calls are received for preinduction physical examinations and induction. 
Cover sheets of special registrants for other than priority IV are referred to the 
local board for classification and, when need be, a request is made of the Advisory 
Committee on the Selection of Physicians, etc., as to individual essentiality. 


MISCELLANEOUS 


All local board personnel are required to devote a considerable amount of time 
to the assimilation of operation media such as regulations, bulletins, and memo- 
randa from national and State headquarters. 

Periodic changes in regulations require the almost constant review of cover 
sheets to determine whether the classification of the individual registrant meets 
the new criteria. 

Requisitions for supplies and equipment are prepared once a month and for- 
warded to State headquarters. Once each quarter an inventory is made of all 
penalty material and a report mailed to State headquarters. 


INDUCTION 


When monthly call for induction is received from State headquarters, sufficient 
cover sheets are pulled (the oldest registrant first) and a thorough examination 
is made to determine that registrant has received all procedural rights, such as 
request for personal appearance or appeal, that 21 days will have expired between 
time of notice of acceptability and actual induction date as required by regula- 
tions; that notices for induction are mailed so that all registrants receive 
required 10 days notice; prepare SSS form No. 252 (Order to Report for Induc- 
tion) ; place one copy in cover sheet; mail original to registrant ; enter in appro- 
priate place in SSS form No. 102 (Classification Record) the date and time of 
reporting; enter under Minutes of Action the date of mailing of notice. Take 
from each cover sheet the required papers for induction and prepare SSS form 
No. 261 (Delivery List). 

When papers are received from AFES after the date of induction, cover sheets 
are pulled, necessary papers inserted which have been received from the station 
and then put before the local board for reclassification. For those who fail to 
report, the same procedure is followed as outlined above under Physical 
Hxamination. 


NEED FOR SALARY INCREASE OF LOCAL DRAFT BOARD CLERKS 


General Hersuey. For some period of time I have been deeply con- 
cerned by the low rates of pay which funds provide for local board 
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clerks. These positions are outside of the classified service and rates 
for similar employment in the community. 

Available funds have not been sufficient to provide for periodic in- 
creases as enjoyed by Federal employees in positions-under the Classi- 
fication Act, and as a result pay rates of local board clerks have fallen 
well behind the local employment rates of similar positions. A recent 
survey showed that the annual rates were some $280 behind those 
for similar employment. The request for an increased amount for per- 
sonal services for local boards is for the purpose of giving the clerks 
an increased rate similar to automatic increases enjoyed by other 
Federal employees. 

This submission of a $28,700,000 budget for fiscal year 1956 is the 
minimum under which this functioning organization can operate and 
carry out its mission as established by the Congress. 

Mr. THomas. We have been advised by the Federal employees or- 
ganizations and the Civil Service Comission, particularly, that the 
scale of pay for Federal employees was lower than that of private 
industry in the same or similar jobs. 

The clerks of these local boards are complaining that the Federal 
pay scale which they are not under is higher than the pay scale in 
which they operate. Straighten us out here. 

General Hersuey. In the first place, probably we pride ourselves 
on believing that we are probably not typical of Federal agencies. 
Perhaps what we are paying is indicative of what other agencies are 
paying. Asa matter of fact, we have many times felt when we have lost 
clerks to other Federal agencies that we did have lower pay scales. 
We have had quite a lot of complaints from one area in the country— 
it hasn’t been too widespread—about not being classified. We have al- 
ways felt there are good reasons why a local board clerk shouldn’t be 
classified. But we had back during the war always raised the pay of 
local board clerks when other Federal employees got an ingrade raise 
but we haven’t been able to do that since 1948 because we haven’t 
been able to get the money—we are not blaming the Congress—we 
have had our difficulties in trying to convince the Bureau of the 
Budget at times that we could raise pay without being classified. 

Mr. Tuomas. Do you mean to say in the previous raises for em- 
ployees your employees haven’t enjoyed it ? 

General HersHery. Not in the local board, no. 

Mr. Tuomas. Why? 

General Hersuey. The pay raise was made on the basis that cer- 
tain classifications got so much money. They had no classification 
and therefore they got nomoney. The only way they could get money 
was by the director issuing a 

Mr. Tuomas. Do you mean they are not classified civil-service em- 
ployees? 

General Hersuey. That is right. Inthe local boards. Now, in the 
State and national headquarters that doesn’t apply, and neither does 
what I am saying apply, but out in the local board the boards them- 
selves hired the clerk and even at the present time even though the 
State director hires them, the local board is pretty closely associated 
with the hiring. 

Mr. Tuomas. How many pay raises have they missed ? 

Colonel In1rr. There is an annual pay raise for classified employees. 
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Mr. Tuomas. You mean with in-grade promotions. I am talking 
about pay raises granted as a result of congressional action. 

Colonel Iniurr. So far as I know the only one they missed was the 
one where, afterward they got a $300 raise. It was about a year and 
a half after the Federal employee raise came through. Isn’t that 
correct ? 

General Hersury. I don’t think anything we are doing now is more 
than giving them a raise in grade. 

Mr. Ostertac. Are you referring to the anticipated pay increase 
that will be payable to other employees ? 

General Hersuey. For instance, last year the people who were 
entitled to a higher pay scale because of their time in-grade got it 
but our people didn’t. 

Mr. Tuomas. I speak of the general Federal pay raises. Have they 
been getting those ¢ 

General Hersury. They go back to about 1949, as I remember. 

Mr. Tuomas. They have been getting the annual in-grade pro- 
motions. 

Colonel Inirr. So far as I know, I think that is correct. 

Mr. Tuomas. If the Congress passes in the next 30 days a general 
pay-raise bill for Federal employees, your people won’t get it? 

General Herstiry. No, because that will not apply to them. Not 
unless I give it to them by issuing an order. 

Mr. THomas. Have you always issued these orders? 

General Hersney. Only when we have the money, obviously. 

Mr. THomas. You are not leaving us in a very clear position. I 
imagine this committee doesn’t want your employees discriminated 
against. They are paid from the Federal Treasury just like other 
employees and if a general pay bill goes through the Congress, your 
people ought to be included in it. The question is, Have they been 
included in it since the Selective Service has been in operation? 

General Hersney. I think my answer is that they have been in- 
cluded in everything except the yearly, within grades—of course in 
the pay raise this year, obviously we either have to take the money 
away from somebody else or come back for a deficiency because there 
isn’t money in here to give anybody a raise except an ingrade raise. 


BUDGET JUSTIFICATION DATA 


_ Mr. Tuomas. Mr. Reporter, at this point in the record, will you 
insert pages 1, 2, 3, and 4, and also the table on page 5. 
(The information referred to follows :) 


There is presented herewith justification for the request of $28,700,000 with 
which to operate the Selective Service System and the National Selective Service 
Appeal Board during the fiscal year 1956. 

The Selective Service System is organized to carry out the primary functions 
of registration, classification, selection, and presentation for induction in the 
Armed Forces of the men necessary for maintenance of those forces at the 
determined strength. The collateral functions of administration, planning, 
training, and records management are also performed by this agency. 

The Universal Military Training and Service Act of 1951, as amended (Public 
Law 51, 82d Cong., approved June 19, 1951) provides the authority for the 
pe a of the Selective Service System. Section 17 (c) of this act provides as 
follows: 

“Notwithstanding any other provisions of this title, no person shall be inducted 
for training and service in the Armed Forces after July 1, 1955, except those 
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persons now or hereafter deferred under section 6 of this title after the basis 
for such deferment ceases to exist.” 

Unless legislation is enacted prior to July 1, 1955, extending the authority 
for general induction, calls will be filled by those who were on June 19, 1951, 
deferred or have subsequently been deferred under the provisions of section 6, 
if the basis for such deferment has ceased to exist. 

A study reveals that there will be a sufficient number of registrants available 
who will still be liable under the act to furnish the estimated number required 
for induction. 

Legislation has been introduced in the 84th Congress to extend the authority 
for induction to carry on the present pattern of selection, which is believed to 
provide the more equitable method. 

Authority for induction of special registrants (doctors, dentists, and allied 
specialists) on special calls as provided for in section 4 (i) of the act will expire 
on July 1, 1955, and the authority provided for in section 4 (j) for the National 
Advisory Committee on the Selection of Doctors, Dentists, and Allied Specialists 
will also expire on July 1, 1955. Legislation has been introduced in the 84th 
Congress to extend the authority. If this authority is extended, it is estimated 
an additional $200,000 will be required for the committee. 

The fiscal requirements for carrying out the primary functions of registration, 
classification, selection, and presentation for induction are governed by the 
number of men to be registered, the number of classification actions, including 
appeals, necessary to provide for the selection, processing, and forwarding for 
induction of men to meet the requirements of the Armed Forces, and those steps 
which are necessary for the special actions required in the handling of conscien- 
tious objectors. 

It is estimated that the number required to be registered will not substantially 
change from the 1,200,000 registered in fiscal year 1954. Classification actions 
will remain at approximately the present number. The number of inductions 
required affects the amount required for selectee travel as modified by the re- 
jection rates at both the Armed Forces examining stations and induction stations, 
as well as the number enlisted after having received their physical examination 
at the expense of selective-service funds. This request is based on the indiction 
of 252,000 in fiscal year 1956, this compares with calls for 251,000 in fiscal year 
1954 and an estimate of a like number in fiscal year 1955. 

The use by the Selective Service System of the services of some 40,000 uncom- 
pensated officials is unique in Government. These patriotic citizens give the 
strength to the Selective Service System. 

It is inevitable that these uncompensated citizens will become less enthusias- 
tie in their giving of service unless adequate clerical personnel is provided. This 
request for fiscal year 1956 includes provisions for such service in project 30. 

The Selective Service System which is decentralized is organized on a pyra- 
midal structure, the broad base of which is the local and appeal board structure 
where the contact is maintained with the over 16 million registrants by the un- 
compensated members of the System and the local and appeal board clerks who 
staff the 3,912 local boards and the 96 appeal boards. The next largest group 
is composed of the 56 State headquarters; then the relatively small group which 
comprises the national headquarters is the apex. 

The strength of the Selective Service System lies in the fact that classification 
is the responsibility of those uncompensated civilians living in the communities 
with the registrants. They have no pecuniary interest in their position but per- 
form their tasks as a patriotic service. 

The request for the authority to destroy most of the records accumulated under 
the Selective Training and Service Act of 1940, has been made of the Archivist. 
The matter is now before the Joint Committee on the Disposition of Executive 
Papers. No funds are included for the retention and servicing of these records. 

Executive Order No. 9988 created the National Selective Service Appeal Board. 
The Selective Service System is required to pay the members of the Board and 
“to furnish suitable office space and other necessary facilities and services.” 
This requires the System to increase its personnel in national headquarters to 
the extent necessary to meet this requirement. This budget includes a request 
for funds to accomplish this purpose. 

Public Law 598, 83d Congress, provides for a new insurance program for Fed- 
eral employees. The cost for fiscal year 1955 is estimated at $53,355 and for 
fiscal year 1956 it is estimated at $63,139. These costs are calculated on 22 pay 
periods in fiscal year 1955 and 26 in fiscal year 1956. The basis of this estimate 
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is a survey of the actual insurance in force on September 10, 1954, for the 
amount of $19,511,000 and the estimate gives effect to the within-grade increases 
which will subsequently increase the amount of insurance in force. 


Summary by projects 


i 


| 1955 esti- 1956 esti- 
1954 actual | mated mated 


10 National administration, planning, training, and records 
management $1, 646,173 | $1, 733, 847 $1, 715, 800 

# State administration, planning, training, and records serv- | 
SOE eae cawks a ee ies isi totatabreieankinm anew asks 6, 122, 794 | 5, 824, 414 5, 943, 800 
30 Registration, classification, and induction... -----~-~-.-.---- 19, 667, 869 20, 915, 502 20, 963, 700 
4)-A National Advisory Committee on the Selection of Doc- 
tors, Dentists, and Allied Specialists 148, 892 190, 000 
4)-B National Selective Service Appeal Board 71, 462 75, 000 

| 


27, 657, 190 | 28, 738, 763 





Mr. Tuomas. You are seeking $28,700,000 this year as against 
$29,003,063 last year. 

Your activities are broken down into about five big heads: National 
headquarters in the District of Columbia; State headquarters, local 
boards—and that is your big operation—the Committee on Doctors 
and Dentists, and then your Appeal Board. Is that it? 


NATIONAL ApvisoRY COMMITTEE ON THE SELECTION OF Docrors, 
DENTISTS, AND ALLIED SPECIALISTS 


General Hersuey. We have the appeal board. The doctors we are 
not asking for because the law runs out but we do have it if the law 
is extended. 

Mr. Tuomas. The law expires June 30 this year? 

General Hersuey. That is right. 

Mr. Tuomas, If it is reenacted you will have to have $200,000 more 
to take care of the doctors? 

General Hersey. Yes, sir. 

Mr. Tuomas. Do the doctors still want this special Board ? 

General Hersuey. I think there are differences of opinion. I don’t 
believe that the extension is based on what the doctors want. I think 
it is based on the necessity that the Armed Forces have to have doctors. 

Mr. Tuomas. Should there be a special board for doctors ? 

General HersHey. From what I heard in the Armed Services Com- 
mittee this morning they will probably want one for engineers, one 
for nuclear physicists and one for chemists. 

Mr. THomas. You anticipate me. 

General Hersuery. I wouldn’t want to prophesy what the committee 
is going to do. There is a bill in, but that has to do with setting up a 
committee to keep people out of the Army rather than getting in, and 
I suppose that would have to be an independent budget. 

_Mr. Tuomas. In truth and in fact, the doctors make recommenda- 
tions and the local draft boards draft whomever the doctors say, and 
then the doctors can say that the draft board did it. 

General Hersury. That is right, but it is one of the prices you pay 
for making decisions and I will assure you there are times when we 
don’t follow the doctor’s advice. Maybe we are wrong, but the local 
boards do have the right to take the advice or leave it. I will grant 
you that they take it, generally. 













Mr. Tuomas. Generally? Is there any exceptions? 

General Hersuey. Oh, yes. We hear about the exceptions. I have 
in the old days classified certain kinds of doctors as essential, over 
the protest of about everybody there was. 






NATIONAL ADMINISTRATION 


































NUMBER OF OFFICES AND EMPLOYEES 


Mr. Tuomas. How many officers and employees do you have in the 
national headquarters now ? 

Colonel Inurr. 272. That includes our field offices. 

General Hersuey. That includes six other offices that are out of 
Washington. 

Mr. 'THomas. Where are those six offices located ? 

General Hersey. Boston, Philadelphia, Atlanta, Dallas, Chicago, 
San Francisco. 

Mr. Tuomas. You still have a draft board in every county in the 
United States; do you not? 

General Hersuey. Not quite. There are a few places where the 
population is very low but essentially, yes. We have some counties 
that have less than 4 or 5 registrants. The Congress gave us the right 
to combine not more than five counties where the population justified 
it. 

Mr. Tuomas. Do you still have a State headquarters 

General Hersury. Every State, Territory, the District of Columbia, 
the possessions—well, Guam is a Territory, and New York City is 
operated separately from New York State, so that makes 56. 





FUNCTION OF NATIONAL AND STATE HEADQUARTERS 


Mr. Tuomas. Briefly, what is the distinction in function between 
the State headquarters and the national headquarters? 

General Hersuey. I would say the national headquarters is the 
agency that keeps contact with Congress and thereby learns what the 
laws are, recommends, if asked—and generally it is not—to the Presi- 
dent the issuing of Executive orders necessary to supplement lav. 
Defends budget, procures the minimum money, distributes it, dis- 
tributes calls from the Department of Defense, answers questions that 
are asked by innumerable people, takes appeals where there is a feeling 
that perhaps all things haven’t been considered. That is the national 
headquarters. 

In the State headquarters the main job is to form, discipline, and 
maintain an organization in the State to allocate the money they get 
among several local boards, divide the call among the several local 
boards, try to insure that there is equality of treatment, and when 
necessary to take it to the appeal board to insure that. Generally. 
supervision and administration, in contradistinction to, well, at least, 
finding out what policy is and disseminating it, which is national 
headquarters business. 


NUMBER OF EMPLOYEES IN VARIOUS OFFICES 


Mr. Tuomas. What is your total overall employment for this year 
as compared with what you are seeking in 1956 ? 








have 
Over 


n the 
it of 


ag, 
1 the 


» the 
nties 
‘ight 
ified 


abia, 
Y 1s 


veel 


the 
; the 
resi- 
law. 
dis- 
that 
ling 
onal 


and 

get 
ocal 
hen 
lly, 
ast, 
onal 


year 





63 


Colonel In1rr. On the green sheets we will show it by groups, but 
it is not shown in total. 

Mr. Tuomas. You kept me up 2 extra hours last night looking for 
that 1 table. 

General Hersuey. I certainly apologize, but I do have the satis- 
faction to know there is enough youthfulness with the chairman to 
realize that he recovers very quickly from whatever fatigue he might 
have gotten. 

Mr. Tuomas. Break it down for us by categories: Local boards, the 
national headquarters, your appeal board, and so forth so we can take 
it in table form here. 

Colonel In1rr. The local field boards had full-time employees of 
4.287. 

Mr. THomas. How many boards are there ? 

Colonel Inirr. Approximately 4,100 boards. 

Part-time employees for those same boards, 1,525. State headquar- 
ters has full-time employees of 1,319. Part-time employees was 26. 

In national headquarters there were 246, plus 2 part-time, and in 

the field offices, 18 plus 1 part-time, making up 272. 

The Medical Advisory Board, 26 full- time, 25 part-time. The 
National Appeal Board has 8 full-time and the 3 board members are 
on part-time. 

Mr. Tuomas. The Appeal Board had how many ? 

General Hersuey. Eight full-time and three part-time. The three 
are the members of the Board. 

Colonel In1rr. There are 5,904 full-time and 1,582 part-time, total. 

Mr. Tuomas. That is for 1955? 

Colonel Inirr. That is current. 

Mr. Tuomas. What is it now for this budget, 1956? Looking at 
your overall dollar amount, it couldn’t be any different. 

What variance is there between 1955 and 1956 in your overall em- 
ployment? 

Colonel Ixirr. It is about the same. 

Mr. Tuomas. Looking at your dollar amounts, I inferred that but 
I didn’t find the consolidated table. 

Colonel Iuirr. The increase in money for local board clerks is, as 
the general explained in his opening statement, to take care of giving 
them within-grade increases in the year. 

Mr. Tuomas. What about your printing bill for this year? 


RELATIONSHIP OF COSTS TO NUMBER OF INDUCTEES 


Colonel Inirr. They are practically the same. 

Mr. Tuomas. The general made a statement awhile ago that there 
were widespread misunderstandings as to costs, being dependent upon 
the number of people inducted. 

Well, that is generally the thinking and by and large it is generally 
true, too, General, that vour big item of expense is in your State 
boards, and registration, classification and induction. I notice this 
year it runs practically the same as last year, twenty-million-nine- 
hundred-odd-thousand dollars, and that is a more or less fixed expense, 
because the boards can handle their quotas, whether it is 12,000 or 
15,000 inductees a month, they can do that on the same amount of 
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money as for 4,000 or 5,000 inductees a month, with the exception of 
the selectee travel item. Your rent bill goes on, your salary bill goes 
on, your State headquarters bill goes on, and your national head- 
quarters bill goes on. 

General Hersuey. We have quite often divided the money we got 
by the number inducted and we have talked about what it cost us to 
produce an individual in the Armed Forces. 

Mr. Tuomas. We are trying to agree with your statement. Your 
only variance is your inductee travel. 

General Hersuey. I hope to bring to you at some other time a lot 
more than I know now because I have a study now going on from 
which I am trying to be able to figure in man-hours, of a local board 
clerk, what she does, and which we have never gotten to suit me. 

For instance, if we knew what it cost to do all the things we do in 
registration, that is a constant cost, because we have just as much a 
year as if we had no one. If we knew how much it cost to classify a 
person and know how much to classify, we would know about it. The 
strange thing is that the man who enlists costs us within a few cents 
of what the man does who is inducted and yet of the men who enlist 
which is about 114 times the number inducted we get no credit and 
generally he has already had travel because he has taken his preinduc- 
tion physical and passed or he wouldn’t have enlisted. If he failed 
obviously he couldn’t enlist and until he found he was going to be 
accepted he didn’t enlist. So we find ourselves it costs almost as much 
for the forces to enlist somebody as it does for us to induct him and we 
have never done a good job of proving it. 

Mr. THomas. You will also find your biggest competitor is the re- 
meen service of the Army, Navy, Marine Corps, and Air Force, isn’t 
that so? 

General Hersuey. Yes; and if it wasn’t for us they would be out of 
business. 


Strate ADMINISTRATION 


Mr. Tromas. Tell us about the State headquarters. What are they 
doing? Are you still conducting that training program? You have 
been training people for 10 or 11 years. I know all your people are 
smart. They all ought to have Ph.D.’s. How long have they been 
training? Icantestify for 15 years. 

General Hersuey. We have been training people for about 15 years. 
Actually about 9 years. However, we trained some people 9 years ago 
who were in their fiftv’s. They died or got beyond the place where 
you can use them. In fact, training is a very constant thing that 
goes on. 

TRAINING PROGRAM 


Mr. Yates. How much money did you spend on training last year? 

Colonel Itirr. I haven’t got it broken down in that particular 
function. 

General Hersey. Have we got a figure that shows what the Field 
Division gets? 

Colonel In1rr. We have a separate figure on the travel. 

General Hersuery. The Field Division has $39,500, but, of course, 
that involves not only all the training but all the travel that you have 
for supervision. 
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Mr. THomas. How about your training? You are spending about 
$6 million on your State headquarters. As a matter of fact, you are 
jumping it up about $120,000 over what you had last year. Why this 
increase for State headquarters ? 

General Hersuery. The increase for the State headquarters doesn’t 
have anything to do with training because the State headquarters is 
an operating outfit that is involved in getting people registered, classi- 
fied, and that sort of thing. 

Mr. Tuomas. You do your training there. I though you did a little 
training in your State headquarters. 

General Hersury. We bring them in, but the man who comes into 
the State headquarters is paid by the Armed Forces when he comes 
in for 2 weeks. 

Mr. Tuomas. Let’s stay with your training program in your na- 
tional headquarters and then we will go to the other place. 

General Hersuey. In the training program we have about 1,200 
earmarked officers of which about 300 are on active duty. Therefore, 
our training is, so far as officers are concerned, about 900 who are 
not on active duty who are trained either by 1 night’s drill, or—plus 
2 weeks on active duty. 

This past year we had seven conferences. 

Mr. Tuomas. General, you are not training them to get out here 
and do manual drilling, are you? 

General HersHey. No, and we are not training them to do manual 
drilling. We are training them to procure men. If you ever had an 
allout mobilization and you got double or triple our organization 
we want people who will know what to do. 

Mr. THomas. What is the nature of the training? You get them in 
the national headquarters. You talk about training them one night 
a week, 

General HersHey. We have 1 night a week training and 2 weeks 
in the summertime. Now, what do they train on? First of all you 
have to know a little something about what happened in selective 
service over the years. You have to know something about what the 
present problems are because this present summer there has been a 
great deal said and Congress is now dealing with whether they are 
going to build an Active Reserve or whether they aren’t. If you 
build an Active Reserve you are going to put an additional load on 
Selective Service, and Selective Service has to anticipate that ahead 
of time because there is no time to do it after the legislation is enacted. 

The next thing you are doing you are talking about creating a 
Standby Reserve that is going to be selectively mobilized in case of 
war and someone has to try to train somebody so that if you had to 
mobilize 300,000 or 400,000 men a month for anywhere up to 18 
months 

Mr. Tuomas. You mention a need for a new program. How about 
the boys who have been training without a new program? What are 
you going to do with them ? 

General Hersuey. In the first place, you don’t draw a line between 
new and old. If you mobilized tomorrow you would start from right 
where you are because there is no other place to start from. There- 
fore, the fellow who knows how to build an organization from where 
ya are now has got to know what organizations he is starting 
out from. 
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Mr. Tuomas. How many are you going to train this year and at 
what cost in dollars and cents? ’ 

General Hersuey. We are going to train approximately 900. The 
amount we spend on training is a very modest amount—$25,000 or 
$30,000. Not that much. The Armed Forces pay their pay. What 
we furnish are instructors and instructional matter and most of our 
work is sending the instructor’s pay—of course, nobody is training 
people as a sole responsibility. I ‘Seopa he have spent as much of 
my time last year in training as I have in anything else, but just the 
same you can’t hardly take some chunk out of my money. The field 
people have a double responsibility both to the supervision of our 
present operation and the supervision of the Reserve units in the 
National Guard section, and therefore when they go into a State capi- 
tal, they generally have about three duties. First, to go and see State 
headquarters on an operational basis, see the National Guard section 
on a training basis, and see the Reserve unit that is in town on a train- 
ing basis. With the National Guard they are advisers because the 
Adjutant General has full responsibility for their training, but he 
cooperates with us. With the Reserve unit they are totally in charge 
because it is a Federal unit. One man does all three of them, and 
when I visit any State capital I have immediately about 3 or 4 duties 
that are rather widely divergent. 


NATIONAL ADMINISTRATION 


Mr. Tuomas. At this point in the record insert page 25 and if my 
notes are correct you have 246 regular personnel in the national head- 
quarters and 22 part-time, is that correct. 

Colonel Iuirr.. Just two part time. 

(Page 25 of the justifications follows :) 


National administration, planning, training, and records management summary by 
objective classification 


1954 actual | 1955 estimate | 1956 estimate 








01 Personal services 


Le GeAEs dq nyash Sint eninge gyckot~ das os $1, 456, 605 $1, 521, 647 $1, 500, 000 
Se DR A RR kc ciaddasonsveeiedaadceseodies aateoutel 72, 965 75, 000 75, 000 
GS: ‘Trameportanian Of Gilles. os oes | 8, 824 9, 000 9, 000 
04 Communication services: | 

WIE IE oe oo 2 che knScc cen nate dee gecetontes 30, 937 40, 000 40, 000 

WIRES 53 tine erie hors c= cnte gt ntd. ecpeepatieh coger: 30, 187 37, 000 42, 000 
05 Rents and utility services______- ellaas nanaetilaia ors Masami eee 3, 553 5, 000 | 5, 000 
OG Printing endiYeproducion: ..-.... 5.2... .-- 2-2... sd... 5, 612 7, 000 7, 000 
Q7 Other contractual services...............--.---..-.-..2-- 8, 320 10, 600 11, 000 
ee Sees Od MONE 65. c.f Sh oot os le ee nee tce sce 26, 182 25, 000 25, 000 
ie) MINE. Sarto ns 54 op ces on50 pre adbeens pegs ede onnbcdan’ 1, 041 1, 500 1, 500 
Ret, Oe NBN 5 8c oes deginacnnucuececemegucee. 1, 947 2, 100 300 











a Mal cee 1, 646, 173 1, 733, 847 1, 715, 800 


TRAINING 


General Renrrow. May I make a statement about the training and 
go back there just a minute to show the importance of it. Out of the 
District of Columbia Reserve unit alone since 1948 we have drawn 24 
officers for replacements on active duty. These men have had this 


training but have come on active duty with us to fill gaps. They come 
out of these training units. 





is! 
cc 





“el 


'y 


'* St sSsoesseseoss SSS} 


eS wa 


lc lOO 





67 
Srare ADMINISTRATION 


Mr. Tuomas. Mr. Reporter, insert page 30, entitled “State Admin- 
istration, Planning, Training, and Records Servicing. * This year it 
costs us $5,943,800 against $5,824,414 for the fiscal year 1955. 

(Page 30 of the justifications follows :) 


State administration, p'anning, training, and records servicing, summary by objective 
classification 


1954 actual | 1955 estimated) 1956 estimated 


01 Personal services-_... ------ eae si catcueda maa 3 $5, 620, 643 $5, 297, 764 $5, 353, 600 
v2 Travel. -- ; ete a ia “its Meas 119, 974 150, 000 150, @00 
03 Transport: ation of things a a a ca al ala 8, 828 7, 000 7, 000 
04 Communication services: te 
PN kd 25 hasbeen chuwticns Scatbaeoneee 56, 595 65, 000 | 65, 000 
NG re ae oe sates. ; 112, 730 115, 000 116, 000 
05 Rents and utility services_-_.-..-.-.-.--- ee : 22, 921 25, 000 25, 000 
06 Printing and reproduction-.- -------- iin the ; _8, 956 10, 000 10, 000 
07 Other contractual services -- --.-.-.-----.------ lens ras 13, 97 j 83, 900 74, 000 
08 Supplies and materials.--_.........--.-...-------------- 50, 261 50, 000 50, 000 
ES = 30, 122 ' 750 81, 200 
15 Taxes and MARAE 65s oes phd as aa 17, 787 20, 000 12, 000 
cartucdecsabasdnecatoraeacetacieaindmaseuas 6, 122, 794 5, 824, 414 5, 943, 800 


Mr. Tuomas. In State headquarters you have 1,319 personnel reg- 
ular, and 26 part-time ? 

Colonel Inirr. That is right, sir. 

Mr. Tuomas. And these people are stationed where ? 

General Hersuey. 56 places. All the States, the District of Colum- 
hia, New York City, Guam, Puerto Rico, Virgin Islands, Alaska, and 
Hawaii and Panama. 

Mr. Tuomas. That is in the State capital, usually ¢ 

General Hersney. That is right. 

Mr. THomas. What are the duties of these people, General 

General Hersuey. The duties of the headquarters is to be the agent 
whereby the Governor of the State as the head of Selective Service 
operates selective service in his particular State. The general duties 
as I outlined awhile ago are organizing, administr iting, supervis- 
ing 





FUNCTION OF STATE HEADQUARTERS 


Mr. Tuomas. Put paragraphs 1, 2, 3, and 4 in the record as you find 
them on pages 31 and 32. They are briefly stated there. 
(Pp. 31 and 32 of the justifications follow :) 


STATE ADMINISTRATION, PLANNING, TRAINING, AND RECORDS SERVICING 


PROJECT 20 


The Universal Military Training and Service Act of 1951, as amended, in 
section 10 (a) (2) requires the establishment of at least one State head- 
quarters in each State, Territory, and possession of the United States. There 
have been established 56 such headquarters. The function of State headquar- 
ters is to administer the act within the respective States in compliance with 
the law, regulations, and directives of national headquarters. In general, the 
abo administration and responsibilities of each State headquarters are as 
ollows 

1. To establish and maintain local boards and appeal boards including 
arranging for office space, office equipment, securing competent personnel, 
and the selection for recommendation by the Governor of potential local 
board and appeal board members for either original appointment or as 
replacements for members lost. 
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2. To inform and instruct new local and appeal board members and clerks 
in the existing regulations, policies, and administrative procedures; then 
to continually inform and instruct local and appeal board members and 
clerks concerning local manpower situations and changes in regulations, 
policies, and administrative procedures. 

3. To allocate calls to the local boards within the State on the basis of 
availability and quotas established from records of manpower available for 
service and those already in the service. To do this records must be main. 
tained of men available for service, men already delivered for service, men 
deferred in all classes and credits to the various communities for men in the 
armed services. Records must also be maintained to insure the deferment 
of men needed in agriculture, industry, and the national health, safety, and 
interest. Such problems vary in the several States. To know the needs of 
agriculture, industry, and so forth, it is necessary that close liaison be 
maintained between the State headquarters and these various fields of 
employment. 

4. To allocate funds received and operate within the fiscal limitations so 
established. To pay all liabilities incurred by both State headquarters and 
the local boards within the State. To process all personnel appointment 
papers. To arrange for the most economical method of transportation for 
registrants and arrange for delivery of men to the examining and induction 
stations in numbers not exceeding the daily capacity of the station. This 
may only be accomplished by the proper coordinating of schedules with the 
Armed Forces and the assigning of delivery dates to the various local boards, 


PERSONNEL IN VARIOUS STATE OFFICES 


Mr. Tomas. How many employees do you have in the various State 
headquarters? 

General Hersury. We have a list here. 

Mr. Tuomas. If you have a record there, insert it in the record 
covering each one of the States. 

(The information requested is as follows :) 


State headquarters 




































Dee. 31, 1954, Selective Dec. 31, 1954, Selective 
Service System Service System 

Full time Part time Full time | Part time 
IS a iiss eit tities nh DO i iciccsintckcenues ie a re 17 1 
a ieee New York City.......... BE catcack Bete nsec 
acca gl 90-4. conden New York State_..-_..-_. ME airs c aes 
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CIID, ge nckie ounces 16 1 || North Dakota-...........- DD fete ahs cee 
Oonneciiott.....<.......... BD Vhickndndieun RIM 2 ig bondi cwuaqeiddoce A es OE 
I in oie eth easaiel Tila tecuetbiae NN ES ae OE Didtaed ie cgde 
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IN oe ta 4a Seta natin GE Ree ene Pennsylvania...........-- PE ht ics 
MID 3in ca éneacesnaine 18 1 || Rhode Island-............ Oe insecure 
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pe 56 Dh i TIN a senccccninosl 7 1 
DI oki casnenncone 19 TE siinninepebemsenaa nh ecient 
| a aE 19 ae SE ian gacgentdstnatcusscasstebilocimcgunsese 
Ee eee 25 D0) BE dthchdneitdgténen ants Ee ae 
DOB aicccnincssasoes Wl ctocdnensieb I ainsi allots BB dextsakntue 
itn Siginincaneecusie 13 Sh. . > Reigate 38 1 
MI i. seu <cininindeartcoiainiaiees 7 1 || Virgin Islands............ OE akekaewe 
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REGISTRATION, CLASSIFICATION, AND INDucTION By Loca Boarps 


Mr. Tuomas. Your big workload is in the local boards; $20,963,000 
against $20,915,000 for last year. 

Here is where the work is done, isn’t it ? 

General Hersuey. That is where the work is initially done; yes. 

Mr. Tuomas. What do you mean “initially done” ? 

General Hersuey. That is where you make your initial classifica- 
tion. ‘The man has the right to appeal and therefore you have your 
State headquarters and the national headquarters. Either can be 
easily involved in one classification. 

A great many people do not appeal. Therefore it is initially done 
and not redone, but there are a great many things that have to be done, 
unfortunately, outside of the local board—and I don’t want to belittle 
them at all. That is the basic operating unit and that is where 60 
or 70 percent of all things are settled but the other 30 or 40 percent is 
scattered all the way from the State appeal board to the State head- 
quarters. 

Mr. Tuomas. Don’t you have your percentage point a little low 
there, and about 95 percent is done in these boards? 

General Hrersuey. I can’t prove it statistically. 


SeLecrer TRAVEL 


Mr. Tuomas. Your big item of expense in the local board is the 
travel expense of the selectee. 

Now give usa word about your selectee travel expense. 

Mr. supantin, would you insert pages 46 and 47 in the record at 
this point ? 

(The justifications are as follows :) 


02 Travel 
Administrative travel: 
Tn Paediatr es oe ee ee $417, 880 
I is tees igardncartatn sda win tabin abilities aestbiciaiaiiiditliatsata 428, 239 
a 468, 950 
CI ics a 5: Gach sdccak os des scas seeks neues nelinslpaeidealdakaadipacdieiadadintindinina=amindiioe 440, 000 


Included in this travel is the reimbursement of travel of local board and appeal 
board members as authorized, local board auditors, itinerant local board clerks 
required to service local boards with one clerk when required by emergency or 
annual leave and to pay for travel of clerks as required by court subpenas. Court 
subjenas and reimbursement of local board and appeal board members are on 
the increase. The amount allotted reflects this condition. 

Selectee travel: The average rejection rate at the Armed Forces examining 
station for the 12 months ending November 30, 1954, was 41.7 percent. This esti- 
mate is base on 38 percent. For the same 12-month period the average rejection 
rate at the induction station was 7.7 percent. This estimate is based on 7 percent. 

The selectee travel necessary to yrovide for induction of 252,000 men has been 
estimated on the following basis: 
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Estimated Cost of Selectee Travel for Fiscal Year 1956 
Number to be forwarded for Armed Forces physical examination, 


Se NOG teciecrkcchety bn pisguinciebsie scutes beteadllladsei wate. $2, 196, 873 
Mental and physical rejections at Armed Forces PIE 38 percent, 

221,435. 
Number put in class I-A, examined and acceptable, 361,290. 
Losses by enlistment and reclassification 25 percent, 90,522. 
Number to be forwarded for induction, 270,968, at $1.75_....______- 474, 194 
Rejected at induction station 7 percent, 18,968. 
Number to be inducted, 252,000. ———— 

DO echt siti cmon sikumnbentignye the idtdsntidhephion emulate be bie 2,671, 067 


1Two 1-way trips at $1.75 each plus 27 cents for meal and lodging tickets, the expense 
of which was borne by the Department of Defense prior to fiscal year 1955. 

Mr. Tuomas. It should be noted also that the only paid employees 
in connection with these local draft boards is that one paid secretary. 
The other work is done by citizens of the community on a patriotic 
basis and they receive no compensation and the least that they do get 
is actual mileage and travel. 


PHYSICAL EXAMINATION OF INDUCTEES 


General Renrrow. The item in the budget is, of course, a required 
item that we use to send these men up for preinduction physical ex- 
aminations required by law, and after that, then, of course, send them 
up for induction at a later date. 

Now obviously if it was just one examination, it probably wouldn't 
be as high as it is, but the Selective Service System sends them up to 
be examined several times because we want to know how many are 
available. 

Mr. Trromas. That is preinduction, isn’t it? 

General Renrrow. Yes. If that goes over 120 days, the armed 
services will not accept that, when he is referred back again, so it is 
necessary to refer those men who have not been inducted—and the 
great bulk of them are not, within 120 days—to have them reexamined, 

Mr. Tuomas. They don’t accept them anyway, do they ? 

General Renrrow. Then 9 percent are subsequently rejected at the 
time of induction. 

Mr. Tuomas. There are two examinations, are there not ? 

General Renrrow. It amounts to 3 or more. 

Mr. Tuomas. Preinduction and then when they go to the induction 
center. 

General Renrrow. No, the Armed Forces do all the examining but 
it is done at the examination station, but it amounts to at least three 
or more, before we are through with it, and in those cases where they 
change the standards—for instance we had half-a-million who were 
rejected because of mental, or educational reasons, and they changed 
the standards, or at least they asked us to resubmit those men for fur- 
ther examination. We did get a salvage of about 35 percent, on the 
re-examination, and the local boards are constantly trying to get men 
out of this 4—F classification, which today amounts to about 2 million 
since we have started operations in 1950. We have accumulated about 
2 million who have been rejected. 
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REDUCTION IN ESTIMATED NUMBER OF INDUCTEES BY BUREAU OF THE 
BUDGET 


Mr. Tuomas. When was this budget prepared, in August or Sep- 
tember of last year? 

Colonel Iu1rr. This was prepared—well actually, this was prepared 
in September and it is analyzed by the Bureau of the Budget, of course. 
Our original submission was in September and revised by the Bureau 
of the Budget. It was actually published at the end of December. 

Mr. Tuomas. What revisions did the Bureau of the Budget make 
in it? 

Colonel Inirr. They lowered the estimated number of inductions 
that we would have. We had an estimate different than the one they 
had. 





ANTICIPATED NUMBER OF INDUCTEES 


Mr. Tuomas. What is the prevailing figure as of today for the 
number of inductions you will make in fiscal year 1956 ¢ 

General HersHey. Do you mean in the budget or in the discussion 
in Congress or in the newspapers? This budget is about 252,000. 

Mr. Tuomas. Is that the last: instruction you have ? 

General Hersuey. That is the last instruction, yes, but there have 
been much discussion. 

Mr. Tuomas. How much does that amount to a month? 

General Hersuey. 21,000 or 22,000, which is higher than many 
things we read and have heard. 

Mr. Tuomas. What is the present thinking? This is what the 
budget is asking for. What is the present thinking of the military ? 

General Hersury. That I wouldn't even attempt to state, because 
in the first place, 1 don’t think there is any such things as agreed 
thinking among the military. I read in the paper at least, that there 
are some differences of opinion. 

I only know what I read. 

Mr. Tuomas. After all, you are their service agency. If they ask 
for no men. that is the number they get. 

General Hrersuey. Well, unfortunately I am not excused by being 
prepared to induct what they tell me they want because if it runs over 
50 percent I still must produce them. 

Mr. Tuomas. Do you have any knowledge, directly or indirectly, 
that there is a probability of changing the estimates called for in this 
budget ? 

General Hersuey. I never want to get into anticipated legislation 
but if by any possible chance you do something in the way of creat- 
ing a Ready Reserve, what we will have to do in the producing of 
men might easily be twice as many as what we are talking about, be- 
-ause if you are going to have 100,000 as a limit on what is going into 
the Ready Reserve, that is subject to Congress and Congress might 
think they ought to put 200,000 or 300,000 in. 

[ have told my local boards that they have to be prepared to induct 
all the way from zero to 100,000. 

Mr. Tuomas. However, they still have to go through the draft. 

General Hersuey. Either through the draft or be permitted to enlist 
in a way that probably takes more paperwork than if we were going 





72 


to induct because one of the things we are up against all the time—for 
instance with the doctors, if we just induct a doctor it would be quite 
simple, but to do the things we have to do to get him to accept a com- 
mission it is at least 2 or 3 times as much paperwork. 

Mr. Tuomas. Let’s have the ordinary cases and stay away from the 
specialists. 

General Hersney. In the National Guard a boy may enlist before 
he is 1814. In theory we should not have to worry about it. In the 
first place we have to see that he stays in there, and that he not only 
stays in there, but that he carries out what he is supposed to carry out, 
that he goes to 90 percent of the drills and that he goes to summer 
camp. 


The people we do not induct take more care and paper work than 
if we inducted them. 


CLASSIFICATION OF ROTC, NATIONAL GUARD AND ORGANIZED 
RESERVE PERSONNEL 


Mr. Tuomas. What are the classifications that you have to handle 
that are out of your jurisdiction ? 

General Hersury. You have the ROTC. They run into about 
300,000. 

Every school that has ROTC can accept students and if he does his 
work there he can stay there. 

Next we have the National Guard. Then we have the Organized 
Reserves of all the services. 

We have to decide if he got in before a certain date. If he stays in, 
it is satisfactory to have him stay there. If he gets out we can’t do 
much about him. On the other hand if he enlisted after January 
1951, we draft him out of the reserves, if we notify them ahead of 
time they can call him to active duty in his own particular branch. 

We have officers who have been commissioned from civilian life who 
are subject to our draft. We have individuals who are permitted to 
learn to fly with commissions in the National Guard, and we try to 
take care of them by deferring them as 2—A’s so they can stay in the 
National Guard as officers, even though they are liable for the draft 
and if we went ahead and carried out the law directly we would draft 
them even though they are functioning as officers and pilots. 

Mr. Tuomas. They are not in the same classification as the ROTC, 
then, and the Regular Reserve? 

General Hersury. No; Congress took care of the ROTC, but it just 
happens this small group of people in the guard as pilots have no 
reason to be deferred. 

Mr. Yates. They have reason but no authority ? 

Mr. Tuomas. Well, everybody in the National Guard, then, is ex- 
empt except the pilots. 

eneral Hersuey. Only if the man enlisted before he was 1814 
or enlisted before February 1, 1951. All of those things makes it 
complicated; it isn’t quite as simple as it sounds, because someone 
says, “The man isinthe guard. Should we draft him?” 

can’t tell until I find out how long he has been there, how old 
he is, and so forth. It takes time in national and local headquarters. 
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RENTS AND UTILITIES 


Mr. Tuomas. Does the Public Buildings Service take care of any 
of your rent bill for any of your local draft boards ? 

General Hersuey. In large city populations; yes. 

Mr. THomas. Do you get any free space ? 

General Hersuey. All the other agencies of the Government com- 
pete with us by paying for it. 

I think the people have done exceptionally well in counties, cities, 
and States. It helps some to have the governor connected with your 
system. 


NaTIoNAL ApvisoRY COMMITTEE ON THE SELECTION OF Docrors, 
DenTIsTs, AND ALLIED SPECIALISTS 


Mr. Tuomas. Mr. Reporter, will you insert page 51 in the record at 
this point ? 
(Page 51 of the justifications follows :) 


National Advisory Committee on the Selection of Doctors, Dentists, and Allied 
Specialists—Summary of object classification 























| 
1955 esti- 1956 esti- 
1954 actual mated mated 
Ot ai cccncacak dbase $120, 583 $128, 000 a 
@ Trewel....<.<.% aid cl el 11, 538 SE Bitacninpinies 
OB ‘Tregepperentieeh OF SIRS, 5 on inn sn ke tne ccc ccdncas 87 ee Sic did takin 
04 Communication services: 
ea 2,111 
Es ocnachyewnemniitne tithes teeth tated ee oon | 7, 034 | 
5 TR Sr Ot ais ion ho inns nccnccncccectccnsnccal 1, 290 | 
OG Prameier RIG FORMOGUIINIONL... oo onc cc ees cnnccceeae 2, 709 | 
07 Other contractual services !_.............-.......... es 190 
08 Supplies and materials.__-. 1, 907 | 
09 Equipment............... i 13 | 
10 Fee ONIN oc oc akancpdlenenaddcdonecanmanee 1, 430 | 
I ei ac ati ia iss cs Bap ih i ee 148, 892 








1 Amounts included for employees’ insurance. 


Mr. Tuomas. How many doctors do you have in service and how 
many do you contemplate inducting in 1956 ? 

General Renrrow. The number of dentists they will need this 
morning is a clear figure in my mind because of a meeting I just at- 
tended. The armed services reported this fiscal year 1956 they will 
need 1,450. Physicians will be a good deal more. It will be something 
like 3,000 physicians that they will need. We furnish them by simp] 
insisting on these men applying for a commission or being inducted. 
Of course, obviously we are in a position of insisting on them getting a 
commission, and at the present time the number of graduates comin 
out of medical and dental school in June of 1955, we believe from al 
reports we have received, will not fill the requirements for physicians 
and dentists. 

Mr. THomas. What is the age limit on doctors and dentists ? 

General Renrrow. 50 years. 

Mr. THomas. 18 to 50% 

General Renrrow. Yes, sir; 18 to 50, under this special Draft Act. 

Mr. Tuomas. What is the average age limit of the doctors you are 
getting now ? 
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General Renrrow. We are working in the area of physicians born 
since 1917, they will be commissioned or subject to induction. With 
dentists, who have been born since 1910, because of the short supply. 

We only have 224 dentists in all categories left in priority 1’s and 
2’s and the availables will be in service by March of this year. 

Mr. Tuomas. Of the 3,000 physicians you are to induct this year, 
what percentage will be from schools ? 

General Renrrow. They estimate they can fill out of the graduating 
class in June 1955, a little more than 2,500, but remember at least 50 
percent of the graduating classes today are veterans, and therefore not 
subject to the provisions of this special Draft Act, or our act, either. 
The average age of physicians today, when they come out of medical 
school, is about 28 and the dentist, 26. 


RECALL OF VETERANS 


Mr. Tuomas. Were these young doctors in the Reserve, though? 
If so, you can bet your bottom dollar that the armed services will cer- 
tainly call them back. 

General Renrrow. Not if they are veterans. If they have served 
they won’t. 

Mr. Tuomas. Suppose they are in the Reserve ? 

General Renrrow. Still involuntarily they would not call them 
back except in a war or emergency. 

Mr. Tuomas. When did that go into effect ? 

General Renrrow. That has been in effect. Men who have served? 
Veterans? 

Mr. Tuomas. I know hundreds of young doctors—— 

General Hersey. You mean Korea. That was an emergency. 
That is right; they were called. However, since the Korean time 

Mr. Tuomas. No; a lot of these boys were World War II veterans. 
They weren't doctors. 

General Hersuey. You mean under peacetime conditions ? 

General Renrrow. That is right. Which we do have as far as all 
intent and purpose are concerned. As far as recall of reservists is 
concerned. 

Mr. Tuomas. If the President of the United States, regardless of 
who he is, declares an emergency, then they can call them all back 
again. 

General Renrrow. That is right. Veterans or not, they are liable. 
Anyone who has a Reserve classification. 

General Hersury. Under this new contemplated legislation, though, 
if a man goes to the Standby Reserve, he can’t be called without Con- 

ress. 

General Renrrow. That is correct, if he is in the Standby Reserve. 
And then he can only be recalled after he has been screened by a local 
board as to the essentiality or availability at the local level, even if 
he holds a Reserve commission. But that is all in this contemplated 
legislation. 





NATIONAL SELECTIVE SERVICE APPEAL BOARD 


Mr. THomas. How about your National Headquarters Appeal 
Board? How many have you had this year‘ 
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Mr. Reporter, will you insert pages 53 and 54 at this time? 
(The justifications are as follows :) 


Nationa’ Se’ective Service Appeal Board summary by objective classification 


| 1954 actual | 1955 estimate | 1956 estimate 





Oo. : Pemmeieiereh - dons seco es ses (ition $68, 665 $68, 550 | $70, 090 
02 Travel___- eee Gaited : 986 3, 875 | 3, 875 

03 ‘Transportation of things_- saat iqphacdeaabe St ERT EE = hghe Si tadecdkbesebaaaae 

04 Communication services: 

Penalty mail_____- ae ‘ 77 100 100 
Other ___- sbiadtaell pease | 961 1,000 | 1, 000 

05 Rents and utility services. si ind “ : i a lara al tle a ae bhai iat 
06 Printing and reproduction _- ? ; sai 39 100 | 100 
07 Other contractual services !____- ; “— , ---| 4 105 | 155 
08 Supplies and materials __ - | 330 500 | 500 
09 Equipment_------ tt. Se ad ae 12 | 395 | 500 
15 Taxes and assessments_______- aa ‘ 388 375 | 330 
Te at i ietteadannabandepe teapattvbns Saati 71, 462 75, 000 | 76, 700 

1 Amounts included for employees’ insurance: 

TO hina ch oa hn ed cee dcucnatexhenbbhhtccaatedusienseubabiboacs sca ctiacconaiate me 
SOP i, .. cntnteaphdincinminintin iameudedhiaamsthibendtinitebosudeecenthetubesatede 145 


The President, by Executive Order No. 9988, dated August 20, 1948, as amended, 
created and established the National Selective Service Appeal Board. This 
Board is composed of three members and has peen delegated the power author- 
ized the President to determine all claims or questions with respect to inclusion 
for, or exemption or deferment from training and service under the Universal 
Military Training and Service Act, as amended, and its determination is final. 

An appeal to the President (National Selective Service Appeal Board) may 
be taken by the Director of Selective Service; by a State director of selective 
service; or in case of a decision by a State appeal board wherein one or more 
members dissented, appeal may be made to the President by the registrant, his 
employer, or his dependents. The national Board may take jurisdiction of any 
case upon its own motion. 

Mr. THomas. How many members are on that Board ? 

General Hersury. Three. 

Mr. Tuomas. How many cases do you have ? 

General Hersuney. I will—2,400—that is on page 55. 

Mr. Tuomas. You have 8 employees plus the 3 members; is that 
right ? 

General Hersuey. Yes. 

Mr. Tuomas. Twenty-four hundred cases? 

General Hersney. Yes. 

Mr. Tuomas. How are those cases handled? What’s the routine? 

General Hersnry. They come in and they are briefed by the staff— 
that is the individuals we have allocated to the Presidential Appeal 
Board, if you take that point of view, or the staff of the Presidential 
Appeal Board, if you take another point of view. But anyway, they 
are briefed and then they go to the individual members, generally. 


JURISDICTION OF THE NATIONAL APPEAL BOARD 


Mr. Tuomas. What jurisdiction does the Appeal Board in national 
headquarters have? 

General Hersnry. Complete. Normally they only take things ap- 
pealed to them but under authority delegated them by Congress and 
the President on appeal or under their own motion, if they wanted to, 
they could call in any case and it could be classified. 

Mr. Tuomas. There is no limitation on that jurisdiction 
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General Hersury. No because they have the final jurisdiction, Con- 
gress gave this authority to the President which was the power of final 
classification, I think on appeal or on their own motion. 

Mr. Tuomas. They can appeal from the local draft board to the 
State board ? 

General Hrrsury. No, sir, they can take an appeal to their own 
board—if they want to settle a case, they call the case in and any 
other appeals would be unnecessary anyway because this is finality. 
This is the President’s delegation of his authority. 

Mr. Tuomas. The board doesn’t require them to go through the 
State board first. 

General Hersuey. As a matter of practice, they all come through 
the State board, to my knowledge I don’t think they have ever exer- 
cised their power to call in a case on their own motion. I think they 
have only handled ones that have been appealed to them, and they 
must come up about three ways. First, if there is a split vote in the 
State. Second, if the State director appeals it, and third, if the Na- 
tional Director appeals it. Those are the three ways they get cases. 

Mr. Tuomas. They impose limitations on their own jurisdiction, 
then, to that extent. If there is a split decision in the State head- 
quarters, or an appeal by the National Director or one of the State 
directors? 

General Hersury. Yes. A split vote. 

Mr. Tuomas. If there is a unanimous vote in the State board, they 
won't 

General Hersury. They have no guaranteed appeal, that is right, 
but the State director, or the National Director can take an appeal if 
the vote is unanimous. 

Mr. Tuomas. In terms of numbers disposed of, how many cases 
dloes the National Board have as compared with the 51 and 52 boards 
in the States and possessions ? 

General Hersney. I will—98 boards in the States and possessions. 
Their present load is eighty to ninety thousand. 

Mr. Tuomas. In the 98 boards? 

Colonel In1rr. Yes. 

Mr. Yates. General, since you have been Director of Selective Serv- 
ice, how many surveys have there been with respect to the conduct of 
training in making provisions for the morale and spiritual welfare of 
members of the training corps? 

General Hrersurey. Do you mean how many surveys have there been 
made ef the morale features surrounding the training of boys in the 
service ? 





Mr. Yates. Yes. I mean relating to the Selective Service System. 


Do you know of any? 

General Hersury. No. 

Mr. Yares. I know there was one survey that led to the recom- 
mendation of the Universal Military Training Commission, immedi- 
ately preceding enactment of the act. 


RELATIONSHIP WITH NATIONAL SECURITY TRAINING COMMISSION 


The reason I asked the question is that one of the groups which will 
come up to us for some money is the National Security Training Com- 
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mission, and one of their duties is to submit recommendations to the 
Congress relating to a military training program. 

How many such recommended programs have we had up to now? 

General Hersuey. That is a permanent commission created by 
Congress. 

Mr. Yates. That is part of the selective service training law? 

General Hersuey. It isa part of Public Law 51. 

You see they don’t pay the members of the Commission. They had 
three employees at the time we carried them. 

Mr. Ostrertaa. They get about $55,000. 

Mr. Yates. When was the Commission created ? 

General Hersuey. It was authorized by Congress in ’51. 

Mr. THomas. Who is the head of that Commission ? 

General Hersuey. General Adler of New York. 

Mr. Ostertac. Former Senator Wadsworth was the Chairman. 

General Hersuey. He was initially and he died. Compton of MIT 
was Chairman and he died. General McLean, he died, then General 
Smith was appointed in his place. Admiral Kincaid is on it and the 
president of the Machinists, A. F. of L. 

Mr. Yates. Mr. Hayes? 

General Hersney. Yes. 

Mr. Yates. Do they supervise your activity in any respect ? 

General Hersuey. No; they were initially set up because there was 
a feeling that you should have a civilian group uninfluenced by the 
military and outside of Defense that was running universal military 
training. This was the thing that was going to keep the public from 
worrying about the training of boys if you ever created a national 
training corps. 

Mr. Yates. UMT? 

General Hersney. Yes. 

Mr. Yates. Is that the reason they weren’t organized before this 
time ¢ 

General Hersriry. Yes. 

Mr. Yates. And now UMT is in prospect ? 

General Hersuey. The President in the summer of 1952, or ’53—’53, 
I guess—decided to have this board, again, or this Commission again 
come up with whether a training program was needed, and he also 
delegated to ODM the responsibility of deciding whether they had 
enough men to do it, and, if you will remember there was a board ap- 
pointed by ODM which sat in December 1953, and then we had the 
report of the National Training Commission, the report of the Appley 
Board, the Board of ODM, and the Scientific Committee. I mean all 
of them came up with what we ought to do. 

Mr. Yares. Did they agree? 

General Hersnuey. Not entirely. 

Mr. Yates. Do you have anything to do with the morale and 
spiritual welfare of the draftees? 

General Hrersuey. No, not in selective service. 

The reason I hesitated, just before I came up here I made a broad- 
cast appealing for 21,000 people to solicit money for the Red Cross 
because as chairman of a Red Cross county organization, we do get 
into that field, but selective service doesn’t. 








Mr. Yates. You just draft them according to certain standards, and 
deliver them to the armed services and from there on the armed serv- 
ices is responsible for their morale and spiritual welfare ¢ 

General Hersury. That’s right. 

Mr. Yates. As well as their physical welfare? 

General Hersuey. Yes. 

Mr. Yates. You make some reference to the guild system of draft- 
ing. You refer to it on page 33 where you say: 

The system’s responsibility to defer men if necessary for industry and agri- 
culture so that work essential to the war effort and for the national health, 
safety, and interest will not be impaired— 
the doctors are a class apart in that, are they not? 

General Hersury. Yes, except for one overall principle, the one or- 
ganization responsible for all the people that go into the Armed 
Forces primarily settles it, and it isn’t settled by the guild system. 


STUDENT DEFERMENT 


Mr. Yates. What is the status, now, of students in college? 

General Hersury. Students in college may be deferred through two 
methods. Congress has said if a student is satisfactorily pursuing a 
course in college when he is inducted, he may complete that year, pro- 
vided he hasn’t already gone through that. That’s what we call I-S. 
That is the statutory deferment, to finish a year upon which he is 
engaged. 

The second method is what we call II-S. 

Mr. Yares. Does it make any difference what he is studying whether 
he is engaged in science, or whether or not he is premedical ? 

General Hersury. It has to be a recognized institution in which he 
is satisfactorily carrying a full-time course. 

Mr. Yares. And it makes no difference what the course is? 

General Hersury. No. 

Mr. Yates. Now, continue. 

General Hersury. Now, in II-S, the man may get in, in two ways: 
One is by being as a freshman in the upper half, as a sophomore in the 
upper third, or a junior in the upper three-quarters of his class, or, by 
taking an examination which we give a couple of times a year, and 
scoring 70 or better on that test. That 70 I would say is about the 
middle of a freshman class—that is, a normal freshman class—there 
isn’t any such thing, because schools vary greatly, but insofar as there 
is a normal, 50 percent of the class ought to be able to make 70 and 
the other 50 percent would not. 

Mr. Yates. What happens if they make it? 

General Hersury. He is deferred. 

Mr. Yates. For how long? 

General Hersuery. Well, for that year. He is deferred if the local 
board will defer him because the Congress has also said that regardless 
of all of these tests and regardless of all of these rule, the local board’s 
independence on deferments will not be impaired, so, therefore, the 
local board can accept our recommendations or they may reject it. As 
a matter of practice, they generally accept it. 

Mr. Yares. Is the local board the boss in this respect, or are you? 

General Hersuey. Well, I am not the boss, even if they aren’t. The 
local board makes the initial decision. However, registrant has a right 
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to appeal to the State appeal board. Then, if there is a split vote, as 
we noted a while ago, or if the State director or the National Director 
wans to take an appeal, the boy may end up by his classification being 
decided by the President’s National Selective Service Appeal Board. 


DISCHARGE FROM THE ARMED SERVICES FOR COMPASSION ATE REASONS 


Mr. Yates. I receive much correspondence from families who for 
one reason or another look to the discharge of their boys from the 
armed service for compassionate reasons. The Army invariably will 
correspond with the draft board. 

Now, what is the function of either with respect to that board, or of 
both with respect to the board ? 

General Hrersuey. On the question of function, there is no argument 
about who decides that he can be discharged, or not. That is the Armed 
Forces because after he once passes out of our domain we haven’t 
anything more to say about it. 

Now, it is true that—getting back to the morale factor—if the local 
boards sent people who had made a claim for compassionate things, 
and they decided there wasn’t any such thing, and they went to the 
Armed Forces and the Armed Forces without change in status would 
turn around and let him loose, obviously you would have people flowing 
both ways, so therefore, the Armed Forces came to not only ask the 
Red Cross but to ask the local board to make a recommendation be- 
cause many times the local board will put a man in and there is no 
hardship, but his father dies or somebody dies and there is hardship. 

Now, under those circumstances, the board normally comes back and 
says he should get out. 

On the other hand, if the situation is exactly the same as when they 
put him in, normally, of course, they are going to say he shouldn't 
get out. 

Mr. Yates. Does selective service have the power to draft the boy 
again after the Army has granted him a discharge for compassionate 
reasons ? 

General HersHey. Providing he had been in less than 6 months. 
If he is in more than 6 months under Presidential Executive order 
we do not redraft him. 

There is some exception to that because then you get back to another 
place, where the man was in the Army in 1948, he spent 2 years, 11 
months, and 20 days making it very bad, but got out after 1948 with 
part of his service before 1948 and he is bound by the 3-year law. 
That is one of the amendments the House committee is trying to get 
so that we at least have the same thing clear across the board. It has 
been embarrassing for us to hold one man who had been in 2 years 
and something and not hold another fellow who had been in only 7 
months, but he served at different times. 


TRAVEL 


Mr. Yates. You came before us and asked for more money for 
travel, as I remember. You said these people had to travel up and 
back, and so forth. 

Did you have enough money to travel on, last year? 

Colonel Inrrr. Yes. 

58616—55—pt. 16 
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OCCUPATIONAL DEFERMENT 


Mr. Evins. General Hershey, I have a very high regard for the 
Selective Service System and I have been told many times never to 
discount the Selective Service System but like Mr. Yates, who said 
he received lots of communications, we people who represent farm 
districts probably receive more letters asking for occupational defer- 
ment for farm workers than the Director possibly imagines. 

I want to ask you this question with respect to agriculture defer- 
ments: Do you settle policy on this question on the national level, 
or is the policy set for each State on a State level, on occupational 
deferment ? 

General Hersuey. Well, policy, I would say, is set here. Unfor- 
tunately, what is policy and what is application gets a little confused, 
at times. 

We have tried in a number of experiences since World War II where 
we tried to make a unit based on a cow and convert that into all sorts 
of things—we felt we got into more trouble than we got out of, so in 
this law we tried to say: that a person had to be farming; he had to 
be substantially farming: he had to be producing more things than 
he ate—and that is one of the issues I was testifying about this morn- 
ing—and the assumption is that he had to be producing something 
that somebody in the national interest wanted which is, obviously, 
food. 

That’s where we get into this discussion this morning on surpluses, 
whether or not you should defer people to raise surpluses—and there 
isa slight difference of opinion. 

When we get down to a State, a local board member says, “What do 
vou call substantial?” And the most natural thing in the world is a 
State trving to decide among our farmers what is an average farmer 
because it varies verv widely. I assure vou, from Vermont, where you 
are farming some of vour valleys, to western Kansas where vou are 
farming counties, and in one case you have an almost completely man- 
ual outfit and in another completely mechanized. 

It is different whether vou are milking cows or raising hogs and, 
therefore, the different States tend to grow more things and. therefore, 
I think—vou can call it application, or you can call it policy, but we 
do have States operating and trying to operate with an operation 
that fits their particular States. 
ae You set the policy but the application of it is very 
difficult. 

General Hersney. Well, we bureaucrats always tell you it is dif- 
fien It because otherwise it would be said “Why can’t anybody do this?” 

General Renrrow. In most large agricultural States such as we 
have in the Middle West, the State director has had as adviser to him, 
many groups of farm organizations within the State and they have 
come in and in most States have devised a yardstick, more or less in 
that State, by the use of questionnaires, to determine production and 
to make it as uniform as possible, throughout that particular State. 

Mr. Evtns. I have received many complaints, together with a num- 
ber of affidavits submitted, that one board will accept and another 
board will reject for an occupational deferment. How do you account 
for the differences ? 
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General Hersuey. There is no doubt about that. A lack of uni- 
formity has been one of the things that Selective Service has been 
charged with and is probably guilty of. There is no uniformity in 
the way people live in the United States. When we have uniformity 
we will have no liberty. We have tried to delegate to the maximum 
to the local areas the right to govern themselves. We have tried to 
control them by quota. I mean they had to meet their share of the 
people. We have tried to cover the individual interests by taking 
appeals. You’ll find a place where a man would be deferred in agri- 
chee where in another place he wouldn’t. 

Mr. Evins. What percentage of agricultural deferments are ap- 
pealed from the States that are reclassified? Of the cases that reach 
you on appeal, what percentage of the agricultural cases on appeal, 
are overruled and/or affirmed ? 

General Hersey. I would say that the Presidential Appeal Board, 
the great majority of them have been 1—A, in agriculture. Some of 
them come up already 1—A’s, but I think they tend to leave them 1—A, 
and if they don’t come up 1—A, they tend, I think, to put them in 1—A. 

They represent the President and not us, of course. 

General Renrrow. They make an independent decision. 

General Hersuey. I would be glad to furnish what they have 
actually done, but they are more 1—A than perhaps the Director would 
be. The Director has no power in classification now. In the 1940 act 
he had final power. He doesn’t now. 

Mr. Evins. Some of the farm districts think it is rather acute. 


STUDENT DEFERMENT 


Mr. Botanp. Does the local board have complete discretion on 
whether or not it shall induct one who is in 2-S, if he has been given 
ene statutory deferment ? 

General Senses. Yes. I would say the local board in 90 or 95 
percent of the cases has followed the pattern of accepting position in 
class or the grade, but the Congress has very clearly said that the lo- 
cal board can ignore that. Of course, they may ignore it, and the Na- 
tional Director can take an appeal to another area. 

Mr. Botanp. Whose responsibility is it to notify the local boards 
_ . student is in the upper half, two-thirds, or three-quarters of his 
class ? 

General Hersuey. Of course, we have tried to put it on the uni- 
versities, but the primary responsibility of getting information to a 
local board that is favorable to the registrant has been on the part of 
the registrant. 

Mr. Puiutes. Regarding this deferment of the students in school 
ancey either category, is it only for the remainder of that one college 
year ? 

General Hersuey. That is the 1-S. The 2-S is normally for a 
year. The 1-S is the statutory deferment which Congress has said, 
any man who is ordered for induction who is in a full-time course in 
a recognized school, then he shall be deferred to the end of that. 

Mr. Puimures. What do you mean normally for a year? Do you 
mean a calendar year ? 

General Hersuey. A school year. Suppose he is called for induc- 
tion in April. Under 1-S, he would have a deferment until June. 






However, suppose he had hidden some talents under a bushel and he 
takes an examination and gets 72 or 74 and then goes to the board and 
says, “I want to get a 2-S.” 

Mr. Puiturrs. Then how much deferment does he get ? 

General HersHery. One year at a time and probably the next 4 or 
5 years if he keeps it up. 

Mr. Yates. Is there any procedure through which he can finish out 
his full course ? 

General Hersury. He gets a year at a time. Many of them have 
had 5 or 6. 

General Renrrow. How do you expect the colleges had a 15-percent 
increase in al their enrollments this year ? 

Mr. Pures. I think the chairman may have covered this, but I’l] 
go into it again: This budget of yours was made up 6 or 8 months 
ago and you have made no change in it yourself between then and 
now—not what the Bureau of the Budget did to you, but you have 
made none. 

General Hersuey. It passed out of our control. That’s right. 

Mr. Puiiutres. Are you contemplating any change, or do you antici- 
pate conditions to be such that you will be back and see us again very 
shortly ? 

General Hersury. Well, I have to warn you, if the doctor’s bill 
is extended, I have to find a couple of hundred thousand dollars. If 
the Reserve Act should be passed, that will undoubtedly take more 
work, and obviously if they should step up the inductions due to a 
lot of things none of us are hoping for. 

Mr. Puitires. If you expect to do that within the next 30 days, or 
so, why do we hear you today ? 

General Hersuey. I don’t believe you will have a doctors’ bill in 
probably 2 or 3 times 30 days. 

Maybe I’m wrong. 


PURCHASE OF AUTOMOBILES 


Mr. Puiures. You asked for 39 new automobiles. That seems like 
a good many automobiles. How many do you have now? 

Colonel Inirr. 147, I believe. 

General Renrrow. These are replacements for old cars. 

Mr. Puriires. What was your replacement number last year, do you 
remember ? 

Colonel Inirr. We didn’t get any. We haven’t had any since 1951. 

General Hersury. The budget didn’t even let us come over here. 

Mr. Osrerrac. General, on the same point that Mr. Phillips just 
propounded in relation to the budget and your plans, I want to ask 
you what will happen in selective service when and if the National 
Reserve plan is enacted into law ? 

Selective service, as I understand it, is a part and parcel of that over- 
all plan. 

Would your workload be greater or less? 

General HersHery. Greater. 

Mr. Osrertac. Why would it be greater ? 

General Hersuey. Because the Armed Forces will grow, and when 
they grow there is only one place for the men to come from. That is 
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called the manpower pool. The inventory, the condition, the location, 
and the occupational business of the manpower pool continually is the 
responsibility of the Selective Service System. 

Now, the longer we can leave 1 man in 1 place, the less work we have 
todo. Just as soon as you start growing in the Armed Forces, 
whether it is voluntary or otherwise, you begin to have movement of the 
people in the manpower pool and keeping track of them is always 
creater when they are moving than when they are standing still. 
~ Mr. Osrerrag. In other words, a reduction in drafting through the 
Selective Service System might even increase your workload ¢ 

General Hersuey. Very easily, because many men have enlisted 
who cause us much more work than a man who is inducted. 

General Renrrow. With things remaining as they are today it will 
be necessary in 1956 and 1957 that present numbers would have to 
be maintained, in addition to the ones going through traiming. 

Mr. Ostertac. The military program calls for a cutback in mili- 
tary personnel. That in and of itself, 1 presume, reduces selective- 
service quotas or requirements; is that true ? 

General Hersuey. Not necessarily. One of the things concerning 
ull of us very much, now, is the fall of the reenlistment rate. If the 
reenlistment rate should fall, as soon as the cutback has gotten back 
to where it is going to stabilize then we'll have to furnish proportion- 
ately more with a low reenlistment rate, or a lower enlistment rate, 
than we would otherwise. 

If only 400,000 went into the Armed Forces next year, if recruiting 
went down and reenlistments went down, we might have to furnish 
more than we did last year. 

Mr. OstrertaG. Don’t you function on a projected annual basis? 
That is in anticipation of the overall planned requirements / 

General Hersurey. Supposing the Armed Forces wanted 840,000 
people in the next 12 months, starting July 17 

Mr. OsrertaG. Doesn’t the military tell you what they are going 
to need next year, approximately ? 

General Hersuey. Let’s take 840,000 as what they say they are going 
toneed. They think maybe they can get 50,000 out of officer personnel 
and women who are not going to be out of our pool so that leaves 
790,000 out of our pool. 

Now, how are they going to get them? If they have a reenlistment 
rate of 50 percent, obviously then you would only have to procure the 
number of people that they didn’t reenlist. But, if the reenlistment 
falls, as it has, to around 2 or 3 percent, then they have to procure 
from outside, far more men. ; 

Now, supposing out of this 790,000, just for instance, that they said 

that they were going to enlist 540,000, and supposing they said they 
were going to reenlist 100,000. That would be 640,000, so we would 
have to fine 300,000. But, supposing that when they come to enlist 
them, instead of getting 330,000, they end up with 200,000, then we 
have to draft 130,000 more than they told us. 
_ I don’t want to try to break up anybody’s play house, but if I were 
in the recruiting business I would come over to you gentlemen and 
say, “I’m aiming to enlist 1 million men, probably,” If I needed that 
many, because if I get enough money to enlist 1 million and I only 
— 500,000, probably I could use the rest of the money somewhere 
else, 
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Mr. Osterrac. But, General, the military now are proposing and 
plan on additional fringe benefits for the military, including incentive 
pay and a number of other allowances. 

Doesn’t that have a bearing on the number of enlistments, whic! 
in turn will have a bearing on your quotas? 

General Hersuey. If money is what’s keeping people out of the 
Armed Forces, to that extent it will help. I have been through that 
a little bit in the last day or so. I have heard people saying that it is 
too bad to take smart people and have them in the Armed Forces as 
enlisted men. I wonder how much you are going to build up the 
desire of a man to become an enlisted man when everybody is saying 
that you must not put a smart man in there because he is above being 
in there. 

Have him peel potatoes? I said to the committee of the House this 
morning that if there is any gentleman here who is so elevated that he 
doesn’t have to do housework at home, let him speak, and I wasn’t 
interrupted. 

Mr. Ostertac. Recognizing that your local boards perform a vol- 
untary service, over the years and up until now, has it been fairly well 
estublished that people are not only willing but eager to serve on 
such boards? 

General Hersney. I think it is a great tribute that any time there 
is a challenge and it is tough, you can get board members. The trouble 
is when things are slack. It is hard to get a man to do little. It is 
easy to get him to do much, no matter how tough. 

Mr. Tomas. Thank you, General. It has been nice to see you all, 
and a lot of good luck. 


AVERAGE NUMBER OF EMPLOYEES 


(Nore: The following information was submitted at the request of 
the Committee for insertion in the record.) 


Average Number of Employees, Selective Service System Fiscal Years 1949-1956 


iin be oi edn keweebe 4,565 Teessi cess ic eo 7, 629 
Sk a hii bill 2, 235 Ne Ait as A es 7, 010 
ited ndoctbbntiadeicnnceetieae 6, 704 1955; -Gestimate) «20 cnnane 6, 769 
aac ois kcanaereeeeeen 7, 707 1956 (estimate) ._....<...-.-22 6, 6% 
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Tuurspay, Fesruary 3, 1955. 
FEDERAL POWER COMMISSION 


WITNESSES 


JEROME K. KUYKENDALL, CHAIRMAN 

SEABORN L. DIGBY, VICE CHAIRMAN 

CLAUDE L. DRAPER, COMMISSIONER 

NELSON LEE SMITH, COMMISSIONER 

FREDERICK STUECK, COMMISSIONER 

HENRY R. DOMERS, EXECUTIVE OFFICER 

J. KAY LINDSAY, DIRECTOR OF ADMINISTRATION 

EARL F. SECHREST, BUDGET OFFICER 

FREDERICK C. MOORE, ASSISTANT BUDGET OFFICER 

JULIAN B. TURNER, CHIEF, DIVISION OF PERSONNEL AND ADMIN- 
ISTRATIVE SERVICES 

WILLARD W. GATCHELL, GENERAL COUNSEL 

CHARLES W. SMITH, CHIEF ACCOUNTANT 

CARL T. KALLINA, ACTING CHIEF, BUREAU OF RATES AND GAS 
CERTIFICATES 

FRANCIS L. ADAMS, CHIEF, BUREAU OF POWER 

WILLIAM R. FARLEY, CHIEF, DIVISION OF LICENSED PROJECTS 


SALARIES AND EXPENSES 


Amounts available for obligation 
(Balances for June 30, 1954, are as certified under sec. 1311, Public Law 663) 


1954 actual | 1955 estimate | 1956 estimate 











ADDICT OF GEN ino iis bh tiknc te cccmreiesasaesnees $4. 300, 000 $4, 150, 000 $4, 650, 000 
Reimbursements from non-Federal sources. -..........---.----- CU hb ckecddececusaleteceweews 
Reimbursements from other accounts_-.-....-...-------.------ 12, 762 WO tc. ck 
Total available for obligation... ........................ 4, 319, 654 4, 162, 000 4, 650, 000 
Unobligated balance, estimated savings_-.......--..---.--.--- REED Vaccines saccades esse Pa a yrs 
NINE ingests ccks attanedeanccusaasokens: 4, 300, 336 4, 162, 000 4, 650, 000 





Note.—Reimbursements from non-Federal sources above consist of $6,752 returned from previously paid 
lump-sum payments for annual leave (67 Stat. 138) and $140 earned under authority of sec. 17 (c) of the 
Natural Gas Act (52 Stat. 830). 


Obligations by activities 








Description | 1954 actual | 1955 estimate | 1956 estimate 

a nmerrerrerinrnnt Seen 

1. Licensing of non-Federal hydroelectric projects............- | $661,313 | $620, 960 | $764, 370 

2. Regulation and surveys, electric power industry__._....__-- | 1, 022, 951 | 1, 000, 900 | 1, 001, 570 

3. Regulation and surveys, natural gas industry - - -_- pital 1, 788, 090 | 1, 761, 000 2, 099, 050 
4. Investigations relating to Federal river development proj- | 

CO ashi s «dee etin ats Cada dbbnadcisacdaececatwcbas 377, 383 | 361, 280 | 351, 130 

5. International Joint Commission--___..........---.--------- 9, 407 | 9, 280 | 5, 000 

Fh EE SALLE TL TCE 441, 192 | 408, 580 | 428, 880 

I iin bet node ndaanwencdennee-napens 4, 300, 336 | 4, 162, 000 4, 650, 000 
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Obligations by objects 


| | | a 
Object classification | 1954 actual | 1955estimate | 1956 estimat 





Total number of permanent positions 


























iin aa ae Ie 680 660 | rf 
Full-time equivalent of all other positions.........._--.....-__! 1 | Pesan . 
Average number of all employees. _.__........-.-----..-------- 659 | 637 | 702 
Number of employees at end of year_.._........--------------| 661 | 620 708 
Average salaries and grades: | 
General schedule grades: 
SOI ORNBG oa iiss ccatie bbs bev Hehe $5, 761 | $5, 844 | $5, 87 
POG BIN no nis oe on cdncnnnccducucnbeadccenebhares GS-8.3 | GS-8.4 | GS-84 
| ——_———}- = 
01 Personal services: | 
Permanent positions __ peak secl le. OSS Serr Ve ee $3, 717, 325 | $4, 141, 565 
Positions other than permanent. acl eles ce rect 1, 326 | Ree Be aoe 
Regular pay in excess of 52-week ieescels. cde. 14, 536 14, 712 16, 235 
Payment above basic rates...............-.....-.. _ 1, 454 | 1, 336 1, 20 
Total persue earn: . 8 ts. ea 3, 829, 829 3, 735, 350 4, 159, 00 
02 Travel a maihamnite ie eehicke wide det ak aka 214, 916 213, 650 250, 00 
03 Transportation of things..-_.-.--------------.--- a lnccnded 3, 572 | 3, 220 3, 000 
04 Communication services____..____...-_____-- waitin oh 61, 424 61, 620 61, 7% 
0} Rents and wtility servieos....................<........... 20, OR1 21, 100 21, 10 
OS Printing and reproduction. 2.6. iil. 22s ek 58, 970 43, 750 62, 00 
07 Other contractual services. __........---_-. PORE se 28, 168 20, 105 25, 000 
Services performed by other agencies__........-..-..-- 2,475 2, 375 2, 0% 
08 Supplies and materials...............-- Rid <a ditelaonnss 48, 211 44, 130 44, 700 
09 Equipment ee ee eee ee ar 28, 669 12, 500 17, 000 
1S: Dae and auotiiontss..... <2 522sencecunces-c—ccccse 4, 021 4, 200 4, 500 
Cniipations Inonwreé 2.2... aa SE Ae Le 4, 300, 336 4, 162, 000 4, 650, 000 





Analysis of expenditures 


(Balances for June 30, 1954, are as certified under sec. 1311, Public Law 663) 


1954 actual | 1955 estimate | 1956 estimate 


| tere | ee 





Obligated balance brought forward _.._...._._.-.--_____- $170, 371 $197, 271 | $188, 108 

Obligations incurred during the year__...__________- : s 4, 300, 336 | 4, 162, 000 | 4, 650, 000 
4,470,707 | 4,359, 271 4, 838, 108 

Adjustment in obligations of prior years PEE MEARS yee Se —2, 298 |... 

Reimbursements ae —19, 654 mks 000 “oa senceakd@s 

Obligated balance carried to certified claims account... __ oe —998 |... -|- ae 

Obligated balance carried forward ‘ —197, 271 —188, 108 | "238, 108 

| 





Total expenditures _ 4, 250, 486 | 4, 159, 163 4, 600, 000 


Expenditures are distributed as follows: C 7 


Out of current authorizations__...........___-- bette oe 4, 084, 096 3, 961, 892 4, 411, 892 
Ont of prior aurthoriantiene..... os soe ee ce Set 166, 390 197, 271 188, 108 








Mr. Tuomas. The committee will please come to order. 

Today we have the pleasure of having our friends back with us 
again from the Federal Power Commission. 

We have the very able and distinguished Chairman, Mr. Jerome 
K. Kuykendall; Mr. Digby, Vice Chairman: Commissioner Claude 
L. Draper; Dr. Nelson Lee Smith; Mr. Frederick Stueck, Commis- 
sioner ; Mr. Domers, executive officer ; Mr. Lindsay, director ‘of admin- 
istration; Mr. Sechrest, the budget officer, and his very able assistant, 
Mr. Moore; we also have with us 3 Mr. Turner, Chief of the Division of 
Personnel and Administrative Services, and who has too many people 
under him; Mr. Gatchell, the general counsel; Mr. Charles W. gnith, 
chief accountant; Mr. Kallina, Acting Chief, Bureau of Rates and 
Gas Certificates; Mr. Francis L. Adams, Chief, Bureau of Power: 
and Mr. William R. Farley, Chief of the Division of Licensed 
Projects. 

It is nice to see all of you gentlemen again. 
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Chairman Kuykendall, do you have or do any of your colleagues 
have a statement for us at this time? 

Mr. KUYKENDALL. Yes, sir. 

Mr. THomas. If you do, we shall be glad to listen to your state- 
ment, or to the statement of any of your colleagues. 


GENERAL STATEMENT 


Mr. Kuykenpati. Well, Mr. Chairman, you have perhaps saved 
me a little time by your introductions. I was going to introduce the 
people whom you have just mentioned, but I do not believe it will be 
necessary to repeat that now. 

Mr. Tuomas. I think you have some very able and distinguished 
new members of the Commission, and it might be well for everyone 
to get acquainted with them. 

Mr. KuykKENDALL. I do not want to discriminate against the older 
members. 

Mr. Tuomas. They are all favorably known. 

Mr. Kuykenpatu. We have with us, as you said, Mr. Chairman, 
Commissioner Draper. 

Mr. THomas. Commissioner Draper has been here longer than 
Columbus. 

Commissioner Drarer. Just a little longer, now. 

Mr. Kuykenpatu. Then, gentleman, we have Mr. Smith whom we 
call “Commissioner,” though you referred to him as Professor Smith. 

Then there is Mr. Digby, who is sitting over to our right at the end 
of the table toward the window, and also Commissioner Stueck, who 
isnow the youngest member of the Commission. 

Mr. Tuomas. We are glad to have with us these new members of 
the Commission, 

We all know Professor Smith, because he has been teaching this 
committee for the last 20 years. 

In fact, he has been teaching us so long we all thought we were 
going to his class. 

In order to save time, it might be well to spend a part of your time 
in your statement today—we are not telling you what to say or how 
to say it—but you might give us a little briefing again on the juris- 
diction of the Commission on the question of power, which goes back 
to the 1920 Federal Power Act. 

Mr. KuykenpDa. Yes, sir; that is contained in the prepared state- 
ment, Mr. Chairman. 

Mr. THomas. You may proceed, Chairman Kuykendall. 

Mr. KuyKenpauu. Our estimate for fiscal 1956 totals $4,650,000, or 
an increase of $500,000 over the amount appropriated for the current 
year. I will confine my general statement to a brief discussion of the 
need for the funds requested by major activities. We can then get 
into such details as to specific functions as the committee may desire. 

The activity “Licensing of non-Federal hydroelectric projects” 
accounts for $764, 370 of the total requested. That amount is $143,410 
more than is available for such work under the current year’s 
appropriation. 

This activity is perfor med under part I of the Federal Power Act, 
which authorizes the Commission to issue preliminary permits and 
licenses for non-Federal water-power projects affecting United States 
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lands or waters over which the Congress has jurisdiction. The pri- 
mary function under this heading is the investigation and processing 
of license applications. 

Related functions grouped under this activity heading also include 
the inspection of construction and operation of projects which have 
been licensed, the determination of legitimate original costs of projects 
and of additions to and retirements from them, the determination of 
headwater benefits, and investigation of unlicensed projects. 

Practically all of the increase requested for 1956 for this activity is 
for the licensing function proper. The backlog of license applica- 
tions involving new generating capacity has been growing each year 
and unquestionably would continue to grow if more nearly adequate 
manpower were not made available for such work. The new capacity 
involved in pending applications has increased from 4,400,000 kilo- 
watts on June 30, 1952, to 8 million kilowatts on June 30, 1953, to 
11,600,000 kilowatts on June 30, 1954. The heavy lines on the right 
of the chart on page 17 of our justifications show the large increase 
in capacity involved in new applications filed during the past 2 years, 
The 11,600,000 kilowatt capacity in applications pending last June 30 
is over 11 percent of the installed capacity in the United States—both 
steam and hydro. 

That this situation should not be permitted to continue was demon- 
strated in an analysis prepared for the Office of the President which 
made it apparent that the installation of new hydroelectric generating 
capacity is being delayed for want of the necessary Commission author- 
izations, with possibly adverse effect upon the national economy. 

Accordingly. it is proposed to accelerate the processing of such 
matters to the degree which will permit the reduction of existing back- 
logs, during a period of approximately 2 years to what might be 
described as a normal level of work in process. 

T might mention in passing that the licensing activity is more than 
self-sustaining in practical effect. Although the funds are deposited 
into miscellaneous receipts and thus not directly available to the Com- 
mission, we collect each year from administrative fees under the terms 
of licenses more, on the average, than we spend for the administration 
of part I of the act. 

Our second major activity groups together under the heading “Reg- 
ulation and Surveys, Electric Power Industry” the other functions per- 
formed in accordance with the Federal Power Act. The net increase 
requested for all such functions is but a nominal $670 which will bring 
the total available to $1,001,570 as compared with $1,000,900 available 
in the current fiscal year. 

This activity embraces regulation of rates for wholesale sales of 
electric energy in interstate commerce, the enforcement of uniform 
accounting provisions applicable to jurisdictional electric utilities, cer- 
tain miscellaneous aspects of corporate regulation (including ap- 
proval, under specified conditions, of security issues, mergers. consoli- 
dations, interlocking directorates, etc.), electric power requirements 
and supply studies, and the gathering, analysis, and publication of 
basic data concerning the electric power industry. 

Although some increase is anticipated in the number of electric 
rate filings, no particularly pressing problems exist in this area of 
a and the estimates, roughly equivalent to funds now available, 
so reflect. 
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The third major activity, and the largest, both in terms of man- 
power and dollar resources required, and in terms of present and 
anticipated workload, is “Regulation and surveys, natural gas indus- 
try.” Under this heading are grouped all of the functions which are 
performed pursuant to the provisions of the Natural Gas Act. These 
functions account for $2,099,050 of the total funds required for 1956, 
and for $338,000, or almost 68 percent, of the increase requested. 

Under the terms of the Natural Gas Act the Commission is re- 
quired, with respect to facilities, companies or persons, and sales in 
interstate commerce, to regulate rates and certificate facilities and 
service and to perform certain other related functions. 

This work has been a problem area for several years due to the 
vast and rapid expansion of the natural gas industry. However, the 
problems were multiplied manyfold by the Supreme Court decision 
of June 7, 1954, in the Phillips Petroleum Co. case. The Court held 
that the Commission has jurisdiction over several thousands of inde- 
pendent producers of natural gas, over which jurisdiction had not 
theretofore been asserted. The decision required that the Commission 
apply the appropriate provisions of the act to such independent pro- 
ducers, thus imposing a staggering additional workload upon an 
already overburdened staff. 

Having already diverted staff, to the maximum extent feasible, to 
natural gas work, the Commission took the only course remaining 
open to it when, to all intents and purposes, the Supreme Court de- 
cision became final. A supplemental appropriation in the amount 
of $300,000 was requested but was not enacted. 

As a result the Commission staff is hopelessly incapable of coping 
with the staggering workload which was thrust upon it as a conse- 
quence of the Court decision. Prior to the Phillips decision the 
Commission was charged with regulation of some 120 corporations 
engaged in the transmission and sale of natural gas. Now the Com- 
mission has to contend with a very large proportion of the more than 
5,000 so-called independent producers who sell gas to interstate pipe- 
line companies and are natural gas companies within the meaning 
of the act. 

To illustrate the sheer physical magnitude of the problem, whereas 
prior to the Phillips decision we would have expected perhaps 700 to 
300 gas rate filings per year, as of December 1, 1954, we had received 
5,774 filings from 1,041 independent producers. In the function of 
passing upon applications for certificates of convenience and neces- 
sity, in the first 4 months of this fiscal year, we had received 105 
regular applications, a 25 percent increase over the comparable 
period of 1953, but applications stemming from the Philipps decision 
totaled 1,966, including 1,715 for existing facilities and 251 for new 
facilities. 

The activity “Regulation and surveys, natural gas industry” also 
includes the enforcement of uniform accounting, jurisdictional deter- 
minations, and the gathering, analysis, and publication of basic data 
concerning the natural gas industry. 

Our fourth major activity, is “Investigations relating to Federal 
river development projects” under which are grouped those functions 
performed under authority of the several Flood Control and River and 
Harbor Acts, the Bonneville Act, the Fort Peck Act, and again, in 
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minor part, certain provisions of the Federal Power Act. These 
activities account for $351,130 of the total appropriation requested, 
which amount is $10,150 less than estimated for such purposes in the 
current year. 

The river basin and project studies conducted under this heading 
are designed to secure the maximum feasible conservation, develop- 
ment, and utilization of the Nation’s waterpower resources and consist, 
in the main, of studies in cooperation with the constructing agencies 
of the Federal Government. 

This activity also includes Commission action upon rates and 
charges for the sale of power produced at certain multiple-purpose 
reservoir projects constructed by the Corps of Engineers, where the 
power is marketed by various agencies of the Department of the 
Interior, and also the allocation of the costs of certain projects between 
power and other functions. 

Those, then, are the more important activities with which the Com- 
mission is charged and the most pressing problems with which it is 
faced. 

Before turning to such questions as the committee may wish to ask 
us, I should like to address myself to one other factor of prime im- 
portance in the consideration of our estimates, and that is the essen- 
tiality of providing adequate manpower, our primary resource for 
coping with our still mounting problems, and one that accounts for 
about 90 percent of our budget. 

Although our workload has increased steadily—and sometimes 
spectacularly—from 1949 to date, the Commission’s staff has as 
steadily been decreased. From the 817 average employment in 1949, 
successive years’ averages were 761, 738, 716, 662, 659, and 637 esti- 
mated for the current year, or a total loss of 180 in a span of 6 years. 
Since the workload is uncontrollable and evidences no signs of diminu- 
tion in the foreseeable future, clearly there must be provision for in- 
creased rather than decreased manpower, if the Commission is not to 
be reduced to complete impotence in the near future. 

That concludes my general statement, Mr. Chairman. We are now 
at your disposal to develop any other aspects of our budget in which 
the committee may be interested. 

Mr. Tuomas. Mr. Chairman, that is a very good statement; it is 
short and very much to the point. 


JURISDICTION OF THE COMMISSION 


Would you mind addressing yourself for a moment or two to the 
question of the jurisdiction of the Commission under the Power Act 
of 1920? 

What is the jurisdiction of the Commission under that act? 

Mr. Kuyxenpatu. Primarily, it is the licensing of hydroelectric 
developments, which involve any waters or land of the United States, 
which are built by anyone other than the Federal Government itself. 

If the Federal Government builds it. why, of course, Congress, in 
effect, gives a license to the construction agency, by legislation. 
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NAVIGABLE WATERS 


Tuomas. What is meant by the term “navigable waters” in 
the act ? 

Mr. Kuykenpati. That term has been greatly expanded by deci- 
sions of the courts, including the Supreme Court of the United States, 
so that now any waters which perhaps would float a log during flood 
season would be, I believe, interpreted as navigable. 

We have jurisdiction over waters which affect the navigability of 
other waters or which the project might affect as to navigation of 
waters below the dam into which these waters flow. So, it includes 
some very small waters, admittedly. 

Mr. Tuomas. Do you have any court actions pending which seek to 
clarify or to determine the jurisdiction of the Commission in that 
regard ? 

Mr. Kuykenpatu. Of course, the main case, and the decisive case, 
was one involving the New River, which greatly extended the defini- 
tion of navigable waters, and we may have a case or two pending now 
on which Mr. Gatchell, our general counsel, could enlighten me, but 
offhand, I do not recall any cases where the question so ‘far as I know 
was in serious doubt. 

Mr. Garcueti. Mr. Chairman, there are no pending court cases in 
which the Commission is being challenged as to its assumption of 
jurisdiction by reason of the finding of navigability. There have 
been, of course, a considerable number of cases over the years, but the 
last one that I recall was some 2 years ago. 

Mr. Puiriirs. Where, Mr. Chairman, did the New River case arise / 

Mr. KuyKENnDALL. The New River case arose with the Appalachian 
Electric Power Co. which was operating in Virginia, and I am not 
sure exactly through how many States the river flows. 

Mr. Garcnenn. It proposed to start the construction of a dam at 
Radford, Va., some 197 miles upstream from the Kanawha River, into 
which the New River flows, in West Virginia. 

Mr. Tuomas. Permit me to read into the record at this point clause 8, 
section 3, of the original Power Act of 1920, as amended August 26, 
1935,.entitled “Navigable Waters,” and this section of the act deals 
primarily with the hy droelectric power: 

Navigable waters means those parts of streams, or other bodies of water, over 
which Congress has jurisdiction under its authority to regulate commerce with 
foreign nations and among the States, either in their natural or improved condi- 
tions, notwithstanding interruptions between the navigable parts of such streams 
or waters by falls, shallows, or rapids, which are used or are suitable for use 
for the transportation of person or property, or used are suitable for use for 
transportation of persons * * *, 

Of course, you would have to wade a little bit, but I suppose you 
could call that transportation, and so forth. 

In other words, the authority is just about as broad as language can 
make it, but that is dealing with hydroelectric power. 

Does that apply also on Government lands, as well as non-Govern- 
ment lands ? 

Mr. KuyKkenpa... I think that most lawyers have felt that the New 

tiver decision was definitive as to what constituted navigable waters, 
and for other purposes, in addition to the Federal Power Act. 

Do you not think that is a correct statement, Mr. Gatchell? 





92 


Mr. Gatcuets. Yes, Mr. Chairman. I was involved in that New 
River case from the beginning and I have never felt that the Supreme 
Court did any more in that case than it had done in previous cases. 
The Federal Power Commission, for example, has found that about 
two-thirds of the cases where projects were proposed were not subject 
to jurisdiction because the streams were nonnavigable streams, and 
the Commission has made those findings of nonnavigability both be- 
fore and after the Supreme Court decision in the New River case. So 
far as I know, we have not yet had a case taken to court where the 
Commission has not been sustained on its finding of navigability. 
That has been because the Commission has in so many cases found the 
streams not navigable. 

Mr. THomas. Under this amendment any stream can be determined 
to be navigable, could it not ? 

Mr. GarcHeti. No, sir. That section was not amended in 1935. 
That is still as it was enacted in 1920. 

Paragraph 8 of section 3, as amended, Mr. Chairman, in the print 
which you hold before you is the same as that paragraph was in the 
1920 act. 

Mr. Tuomas. It is the same wording as that wording in the original 
act ? 

Mr. GaTCHELL. Yes, sir. 

Mr. Tuomas. Unless that is broad enough, I do not see how any 
court can deny jurisdiction on the basis of navigability. 

Mr. Gatrcueti. However, there are a great many streams on which 
commerce has not and cannot be carried on, and those are clearly 
not navigable, but the definition of navigability is really where the 
stream itself is used, or is capable of being used, as a highway, and 
the Supreme Court has held that in many cases. 

Mr. Tuomas. You stated “capable of being used,” but the Corps 
of Engineers can take a creek and spend a couple of hundred million 
dollars on it, and you can float a major vessel up it when they get 
through with their work. 

Mr. Gatcneit. Mr. Chairman, we have a light and_ power case 
which deals with the Des Plaines River and the Chicago River, where 
a powerplant was involved, and that case deals with a stream which 
had not been used for 100 years except that originally it had been 
used for some traffic, but there was a considerable amount of fur trad- 
ing carried on by using that water, but over a period of years then 
of actual use there were many years when in as much as 300 days out of 
the year the stream was absolutely not capable of use, and yet the 
Supreme Court held that to be a navigable stream, and that was not 
under the Federal Power Act. 

Mr. Tuomas. That is where you get your jurisdiction. 

Ho do you get jurisdiction over steam plants? 

Mr. Kuyxenpatu. We do not have any jurisdiction over steam 
plants, as such. However, if the energy from it was distributed, 
and transported in interstate commerce for resale, we would have 
jurisdiction over the rates and the transportation. 

Mr. Tuomas. Does that jurisdiction carry you back to the question 
of licensing ? 

Mr. Kuyxenpaty. Licensing of a steam plant? 

Mr. THomas. Yes. 
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Mr. KuyKenpauu. No; we have no jurisdiction to do that. 

Mr. Pures. What was the last question ? 

Mr. Tuomas. The Chairman of the Commission has been saying 
that the Commission gets its jurisdiction over the distribution of 
power of steam plants when their power is involved with interstate 
commerce. 


JURISDICTION OVER GOVERNMENT-OWNED PROJECTS 


What jurisdiction do you have over TVA, Bonneville, Southeastern 
Power and Southwestern Power, and some of these wholly owned 
(Government projects ? 

Mr. KuyKenDaALu. Whatever jurisdiction and concern we have over 
some of those Government projects varies a little from project to 
project. 

Mr. Tuomas. What about Fort Peck and a few others? 

Mr. KuyKenpau. It depends upon the particular language of the 
particular act concerning those projects. 

Now, I think in the case of TVA we have no jurisdiction to approve 
their rates, but in the case of Bonneville and Fort Peck, they must 
submit their rates to us for approval. We do not have the ratemaking 
authority that we have over private companies, but they must submit 
their rates to us. 

Mr. THomas. With regard to the last two projects which you men- 
tioned, the act specifically gives you that authority ? 

Mr. KuyKEnDALL. Yes, sir; we have no general authority over all 
of the Federal projects; it is only when it 1s specifically given to us 
that we have any authority at all. 


PRIMARY FUNCTIONS OF THE COMMISSION 


Mr. Tuomas. As I see it, the Commission is concerned primarily 
with two main duties, and one of them is power projects, and the other 
isthe licensing. 

Mr. Kuyxenpatu. Yes; and the regulation. 

Mr. Tuomas. You have that, and the cases involving the natural 
gas. 

Of course, you might add a third one there, which is your river 
basin suthority, but your primary workload stems from those first two 
items 2 

Mr. Kuyxenpatt. I think that is a correct statement. 

Mr. Tuomas. I think I am safe in saying that the committee is more 
than anxious that you—not only this agency, but all Federal regulatory 
agencies which are charged by law with issuing licenses and permits, 
and without which the individual or the corporation or the State 
cannot do business—keep current, on your werkhied but this agency, 
like all other agencies, is made up of good, normal, and intelligent 
human beings, who can take one of these acts which puts it in business, 
and if you dot all the “i’s” and cross all the “t’s” it will take an army to 
do the ancillary work, and you get lost in that, to the exclusion of your 
primary duties. 

We can spend a week here on this budget, but let us take your chart, 
by activities, and try to reconcile it. ; 

I tried to do just that until 12 o’clock last night. 
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Let us get down to your meat-and-butter cases, and get rid of some 
of your statistics and some of your other things, and we will give you 
enough manpower. We should be able to work it out here within , 
period of 2 hours, with you people taking the lead, and we will get 
you current. , 

However, you should do the things which are primary, and with 
which you are primarily charged with doing, and let us cut out some 
of this ancillary stuff. 

There is no occasion to have a backlog here of these gas and power 
“ases, 

I have looked over your charts, and have noticed that they are 
picking up a little every year. 


NUMBER OF LICENSES ISSUED FOR NON-FEDERAL HYDROELECTRIC PROJECTS 


Since you have been in business some 30 years or 35 years, how 
many of these power projects have you licensed? It is my under- 
standing that you have licensed approximately 210 or 215 over a 
period of 35 years; is that correct ? 

Mr. Apams. The total of outstanding licenses since the beginning 
of this fiscal year, which is July 1, 1954, was 669 licenses. 

Mr. Tuomas. I get those figures mixed up, but I still have a figure 
here in your justifications of 210. 

Mr. Apams. Mr. Chairman, you had reference to the major licenses, 
and of that total 219 are classed as major licenses. 

Mr. Tuomas. Where did you get that figure of 669? It is not in 
your justifications. 

Mr. Apams. The figure of 669 is made up of 219-——— 

Mr. Tuomas. Isthat in your justifications ? 

Mr. Apams. The 669 figure is the total for all types of licenses, 
major, minor, and transmission lines. It is not shown in the 
justification, 

Mr. Tuomas. All I can go by is what you put in your justifications, 
and I cited a figure of 210 or 215, and that is all I can go by if you do 
not put anything different in your justifications. 

What do you mean by the difference between 219 and 615? Does 
that represent additions to existing licensed projects ? 

Mr. Apams. The figure of 219 represents only the major licenses and 
constitutes the bulk of the work and, for that reason, it was used in 
the justifications, but in addition we have 139 outstanding licenses 
that are classed as minor licenses, that is, those projects having a 
capacity of less than 100 horsepower. 

In addition to that, we have 36 minor-part licenses, and 263 trans- 
mission-line licenses. 

Mr. Tuomas. How many cases do you have pending which involve 
original licenses, if any ? a! 

Mr. Apams. That information is shown on page 15 of the justi- 
fication. 

We had a backlog pending, at the beginning of fiseal year 1955, of 
136 cases. Weestimate that during the current year there will be filed 
110 new cases. 

Mr. Tuomas. Does that represent additions to existing licenses— 
improvements or additions—or are these original brand-new applica- 
tions ? 
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Mr. Apams. The applications which we are now receiving consti- 
tute, very largely, new construction on new projects. 

Mr. Tuomas. They constitute new construction in the sense that you 
are going to build a dam or power unit there, for the first time; or 1s it 
an addition to an existing one? 

Mr. Apams. They provide for construction of a new project not 
previously developed. 


BACKLOG OF APPLICATIONS 


Mr. Tuomas. According to page 15 of your justifications, at the be- 
ginning of the fiscal year you had 126 applications, and you figure 
now that you will have new ones filed in the amount of 110, and that 
you will complete 144 applications, leaving you a carryover of 97. 

* What is the nature of these 97 applications which you are going to 
carry over ? 

Mr. Apams. That includes, of course, some applications for amend- 
ments and transfers of existing licenses, but the bulk of the workload 
before us that we are concentrating on is in the new applications for 
new generating capacity. 

Mr. Tuomas. Where none exists now in this backlog ? 

Mr. Apams. We are doing some work on all applications but are 
concentrating our efforts on those involving new capacity. 

Mr. Tuomas. Will you please break down for us that figure of 97? 


APPLICATIONS FOR NEW GENERATING CAPACITY 


Mr. Apams. I would like to first talk in terms of applications that 
involve the new capacity to which you referred. We had pending at 
the beginning of fiscal year 1954, 50 such applications. At the begin- 
ning of fiscal year 1955 the backlog had risen to 59, and going over 
into 1956, we estimate that the backlog would increase to 75 by the 
end of the year, if we did not receive these additional funds. 

Mr. Tomas. Where are these plants to be located, and how long 
will it take you to process one where there has been no existing plant 
at the site now ? 

Mr. Apams. On the average, it takes about 6 months to process an 
application for a major license. 

Mr. Tuomas. What is the difference in the work involved on a major 
license and a minor license ? 

Mr. Apams. Well, a major project, as I say, is a project of over 100 
horsepower, but we are getting very few which are down in that size. 
Most of them are very large applications, such as, for instance, the 
largest which we had before us recently, the Priest Rapids project on 
the Columbia River which involves 1.6 million kilowatts ak eaaiiy, 

Mr. Tuomas. Who constructed that plant? 

Mr. Apvams. The application for that project came from the Grant 
County Public Utility District of the State of Washington. 

Mr. Tuomas. How long has that one been pending? 

Mr. Apams. That one was recently issued. It is an outstanding 
preliminary permit, which gives the applicant opportunity to make 
the necessary surveys preparatory to filing an application for a license. 

I might say tha’ + great deal of this workload which we are talking 
about here has shown an increase from about 4 million up to around 
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12 million kilowatts backlog over the last 2 years, which involves 
largely the applications for preliminary permit. 

There has been an increased activity, and interest, in development of 
hydroelectric resources, and the applicants are coming in with requests 
for a permit to give them the opportunity to make the necessary 
surveys. 

Mr. Tuomas. What part of these applications turn out to be fishing 
expeditions ? 

Mr. Apams. We have a few that do not carry through to application 
for a license, or to the point of actual licensing, but generally speaking 
an application for a major license follows through to the issuance of the 
license, and construction of the project. 

Mr. Tuomas. Would you say that 95 or 98 percent of them even- 
tually are constructed ? 

Mr. Apams. It is probably not that high, Mr. Chairman; 80 percent 
would be a reasonable estimate, I think. 


PROCEDURE FOLLOWED IN ISSUING OF LICENSES 


Mr. Tuomas. Just what does the Commission do which leads up to 
the issuing of this temporary permit or final permit ? 

Would you detail briefly your activities on that in that connection’ 

Mr. Apams. When the application is received, and formally 
docketed and filed, the first procedure is to get out a public notice, 
as required by the law. A period of 60 days is given for any parties 
who are interested to file a statement with respect to the application. 
That notice is published in the Federal Register and in the newspapers 
in the vicinity of the project. We also must refer the application 
to interested Federal and State agencies and give them a period, 
usually 60 days for a permit or 90 days for a license, to file their 
comments on the application. 

Then, following that, if there are no requests for a hearing, or 
no indications of controversy which would require a hearing, the 
staff then proceeds to make an analysis and study of the project, and 
report to the Commission. 

We make a study of the adaptability of the project to a compre- 
hensive plan, as required by section 10 of the Federal Power Act, and 
the project must be such that it would fit into the comprehensive 
plan and be adaptable to the development of the overall basin. 

Mr. THomas. Do you require the applicant to submit plans and 
specifications in advance? 

Mr. Apams. Yes, sir. We require not necessarily specifications for 
construction, but we do require the applicant to submit plans which 
would show in reasonable detail the type of project he proposes to 
build, and sufficient engineering information to enable us to determine 
whether it is a safe and adequate structure, and such things as the 
reservoir capacity, and the plan of operation of the reservoir; the 
utilization which the applicant plans for the power and a statement of 
the financial feasibility of the project, and so on. 

Mr. Tuomas. What does the Commission do when it receives that 
information ¢ 

Mr. Apams. The staff makes the engineering analysis which I out- 
lined, which is principally a determination of the adaptability of this 
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project to a comprehensive plan for development of the basin. That 
requires study by waterpower engineers, and electrical engineers, 
who look into the possible utilization of the project, and whether 
or not there is an adequate market for the power. j 

Mr. THomas. Who does that? Is that done by your field office or 
is that done in the District of Columbia ¢ ; 

Mr. Apams. It is done partly in the field, and partly here. We 
make assignments to the field when we consider the work can more 
efliciently and effectively be done in the field. For instance, we re- 
ceived an application for the cn of the Coosa River in Ala- 
bama, by the Alabama Power Co. which now has a permit. 

There have been a number of proposals made by others, including 
the Army engineers, as to the best plan for the development of that 
basin, and we have assigned the matter to our Atlanta regional office 
for study at this stage, in consultation with the applicant, as to the 
Coosa River problems in an effort to work out a plan which we think 
isthe best way of developing that river basin. 

However, when the plans are actually crystallized, and are avail- 
able, we normally handle here in Washington the job of checking the 
safety and adequacy of the structure. We would not issue a license 
for any project which we felt was not a safe and adequate project. 


APPLICATION DISAPPROVED 


Mr. Tuomas. Suppose you have a group of individuals or a corpo- 
ration, or a municipality or other group and they have the necessary 
financing, and are willing to put their own money into the project, 
after you study it, what percentage of those projects do you turn down ? 

Mr. Apams. Well, I do not have any definite percentage, but I would 
say in terms of those we turn down, as contrasted with the figure we 
were talking about which carried through to construction, I doubt 
if we turned down as much as 10 percent. We may, however, require 
a modification of the plan which is submitted by the applicant, if we 
find in our opinion that modifications are necessary and desirable after 
the studies have been completed. 

For instance, we may require a different spillway capacity if we 
feel that there is not an adequate provision for passing the high flows 
in the river. We may require a different installation in the power- 
plant or, perhaps, a different size unit. 

There are various design changes which we find occasionally are 
desirable to make it a better project, and as a rule we are nearly always 
able to work that out satisfactorily with the licensee. 

Mr. Tuomas. Those are minor problems which you do not have any 
difficulty in correcting ? 

What is the situation with respect to the market in the territory, and 
so forth? Do you turn them down on that also? 

Mr. Apams. Do you mean if we felt that there was no market for 
the power ? 

Mr. Tuomas. Yes; if you disagreed with the sponsor of the project 
as to that aspect. 

Mr, Apams. If we felt that the project which was being proposed 
was beyond the ability of the sponsor to handle, or to catNae I do 
not think we would approve it. 
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Mr. Tuomas. Have you ever turned any down on that basis? 

Mr. Apams. I do not recall any that we have turned down on that 
basis. 

As far as the market is concerned, the demands for power haye 
increased at such a rapid rate in the last 10 years that it does not 
require too much of a study to determine that there is a market for 
most any project which is otherwise feasible, and economic and proper 
to develop. 

Mr. Tuomas. What I am driving at is just how much cogency do 
you place upon the application of the sponsor if they have their own 
money, and want to spend their own money ? 

Just how much weight does that carry with the Commission ? 

Mr. Apams. Well, I think from the staff standpoint in reviewing 
the project, the experience and ability as well as background and 
financial status of the applicant certainly would have a bearing upon 
the confidence we would have in looking at his application. For 
instance, I might give you as an example the case of the St. Law- 
rence project, one of the largest applications we have ever had: There 
was a competing application from a gentleman who carried his argu- 
ments on through the hearings, and into the courts. On the basis of 
the showing he made, it was considered that he was not financially 
able to carry such a project. He was unable to make a showing of 
engineering background or engineering support, or financial ability 
to carry such a project or to show even a market for such a project. 

The competing applicant was the State of New York—the New 
York Power Authority, and finally the license was granted to the 
Power Authority of New York. 

Mr. THomas. What I am getting at is this: We assume that the 
proponent of the application is not a fly-by-night promoter, and is 
considered as a member of the “fraternity,” and is well financed, does 
it take you 6 months to go in and doublecheck on him ? 

Mr. Apams. Well, not all of that 6 months, Mr. Chairman, is actual 
engineering or staff time. 

Mr. Tuomas. I understand that you have to go through and follow 
the statute and notify everyone who is interested, but how much actual 
time do you spend on doublechecking this man before you grant him his 
license ? 

Mr. Kuyxenpav. I think the important thing there, if I might 
summarize, is to make sure that the best project for the overall develop- 
ment of the basin will be constructed, and not simply a projéct that 
would be most advantageous to that particular applicant at that time. 

It may be true that he js well financed, and that he could build the 
project which he wants to build, and it is true that we hardly ever deny 
them under those circumstances. However, I think it is the rule that. 
generally, those projects are modified and changed to correspond witli 
overall plans for full development of the basin. I think that is the 
main consideration, and the main importance of the work of the Com- 
mission in that regard. 

Mr. Tuomas. Assuming that this might be a virgin stream or terri- 
tory, as far as power is concerned, what you are saying is that someone. 
even though he is capable of going in there and supplying some service, 
he is not spoiling it.. 

Mr. KuyKenpbau. That is exactly it. 
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Mr. Tuomas. So, a half loaf of bread is not sufficient? 

Mr. KuyKenpatu. Well, I would not try to oversimplify it. It 
might be that the project he proposed would not be the best project in 
the public interest for the future. 

Mr. Gatcuety. As a matter of fact, Mr. Chairman, there are many 
half loaves which the Commission has licensed, because they could 
develop the stream in stages, and they come in and do it, and construct 
one dam here, and then later on construct another, and most of the 
applications come from established power companies where no staff 
study is involved consuming any extensive time, to determine the 
marketability of the power. The companies have been in operation as 
established power companies for years, and they have already shown 
the need for the market and not much time is spent on that phase of it. 


ORGANIZATION OF THE FEDERAL PowErR CoMMISSION 


Mr. Tuomas. Would you be good enough to turn to your organiza- 
tion chart in the back of your justifications ? 

Mr. Kuykenpartu, Mr. Chairman, I might, if I will be permitted to 
interrupt you, say that since that chart was drawn, we have made some 
changes in our organization. 

In fact, just this week it was made official. However, at the present 
time the Bureau of Power is as it is shown on the chart. 


BUREAU OF POWER 


Mr. Tuomas. How many employees do you have in the Bureau of 
Power here? 

You have the Bureau of Power; and the Office of the Chief of the 
Bureau; you have six people in his Office. 

How many bureaus do you have under the Bureau of Power? 

You have the Division of Licensed Projects and the Division of 
Electric Resources and Requirements. 

How many employees now do you have in the Bureau of Power? 

Mr. Apams. We now have a total, Mr. Chairman, of about 165. It 
varies a bit from month to month, as we have changes, but that is 
approximately correct. 

That would include the divisions and the five regional offices which 
you see listed across the chart. 

Mr. Tuomas. I was going to ask you about the regional offices. 

How many employees do you have in the regional offices under the 
Bureau of Power, and how many do you have in the District of Colum- 
bia in the various divisions here under the Bureau of Power? 

Mr. Apams. The regional offices shown will average about 20 or 25 
per office, I would say, although I have not counted them. There are 
about 100 people in the field and around 65 here in Washington that 
make up the total of 165, but that includes, of course, work other than 
the licensing of projects which we have been discussing. 


MANAGEMENT STUDY 


Mr. Kuyxenpaun. Mr. Chairman, last year the Bureau of the 
Budget engaged a management firm to make a study of our operations, 
and that study was completed in this year, and we are now endeavoring 
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to carry out the recommendations of that study, or recommendations 
similar to it, and they were supplemented by recommendations from 
the staff of the Bureau of the Budget. 

Mr. Tuomas. Who is making that study for you? 

Mr. Kuyxkenpau. It has been completed. The firm was Cresap, 
McCormick and Paget. 

Mr. Tuomas. When was that done? 

Mr. KuyKenpatu. That was done in the last fiscal year, and the 
report was submitted to the Bureau of the Budget early last year. 

Mr. Tuomas. How much did that study cost? 

Mr. KuyKxenpaww. The Bureau of the Budget paid for it, sir; it did 
not cost us anything. 

Mr. Domers. It cost around $15,000. 

Mr. Tuomas. The Bureau of the Budget paid for it? 

Mr. Domers. Yes, sir. 

Mr. Tuomas. They did not make you spend your own funds? 

Mr. KuyKkenpatu. No, sir; because we did not have them to spend. 

Mr. Yates. Was the sum of $15,000 the entire cost? 

Mr. KuyKenpat.. Yes, sir. 

Mr. Yates. There was no additional cost beyond that? 

Mr. Kuykenpbat. No, sir; not for the report. 


RELATIONSHIP OF ACTIVITY SCHEDULED TO ORGANIZATION OF COMMISSION 


Mr. Tuomas. Turn to page 12 of your breakdown of your bureaus 
by activities and, Mr. Reporter, will you insert the table in the record 
at this point? 

(The table is as follows :) 





101 








eee eS ee ; | —— nies | 













































































L— i on vane £02 ‘Te Ic ‘¢ ’ =< “88 | 29 a | 88 ¢ ae ee ~ZuyJUNOSB ULIOJTUN JO JUVTBOIOJ UD ‘TRJoOIGNg 
weceeenens|-noeenee “= “eee I | ws’ | ad “wee I ss esse ae 1) i ts _ ety “S0AINS01 PUB SOIR UOTIBTDIIdEC] 
gsl— 1° oe ook ee¢ ‘sI Lee to) gee ‘61 Beg (iets | ¢9¢ ‘6T Me eect . “-""“SUOTIOR PUB SUOTIVINJe1 ZuyWUNODD Vy 

= ween") Goes | 8%" | ~o9*) age't 82" prtsee* | @LI‘ ¥° Ease “--"=="§9TPNYS JSOO [VUTZTIO puv LOTIBOYISselIeR 
| | :3UTJUNONV WIOJTUN JO JUSTIBOIOJUG 
=—s—e S—_——_- SSS OOo SSS 6000 qc Cc CC SF SSS... Sjj“'jq ee 
Lve— “1e'+ eh ‘CST | 8b 8% ““"") $29 ‘SST lz eo acs 69 ‘OST 90°b% |---~~ eae Hat =“ lOTJB[NFe o7Bl ‘TeJOIqns 
646‘8+ | ob'I+ | o2+ POL “TL 08 “IT SLY oz ‘Z9 S86 00F Zz ‘89 cg‘OT | 18 |" eee ae picpeaceur + SBUTTY 998 
92 ‘6— radii oxy | £99 “O08 SIZ | aI | £68 ‘68 | 2b'et | oT LOF ‘88 Ze | Zt Sate yaa oe pee eee mieten 
:Auysnpuy 19M0d-d].149019 ‘s£OAINS pure uopelnsey 
a a SS ———— +. _ eS OOO eas ——— —_—SaaS.) O_O OaeeS 
Ory ‘ebI+ | £2 22+ ; "| O18 VOL =|; HIST | 096 “029 16°26 |-~""""~"| S18 ‘199 66 °86 0S oe es Gee ee | ~-=-=="="gqoofoid 
WIpo9p90IpAY [eiepegq-uou JO Bursuooy ‘[ez0,7, 
ggg ‘¢+ | 90°— eee 699 ‘6% 02 |------- | $1 ‘eI os. R61 ‘92 124 seeee- ~--=="=="""""-onand oy} pus sopuose [RyUSTIUIOA0S 
| ‘sso13UOD 0} UOPBULIOJUT PUB dOUBSTSsB SuTYysTUIN A 
e ----] --- ---] re ee ‘g cc * I org i ¢¢* I 96E 40°  - ‘yo vce Speen “""S98B0 OAIOSO1 UOT}VZ]}1IOULY 
anaes are — tore 6L° ge COL ‘t 6L° ? ZEL ‘Se cg * F “SOAJO8OI UOTIVPOOId op PUL SUOTITIPpe JO SUOTIVUTUTI}OC] 
992 ‘6— t= [--"-"""""| a er 82 ST 61 ZbP ‘IPI 2661 | 61 | £16 ‘ZeT 8, SON SI, papers on ~____ FUT ISOA UT [VTFTUT JO SUOPVUTUIIOJOC] 
266+ Z0"— | “| 110 “b% aL '€ 00T 61L ‘E% bL’E OOT ZI ‘2 eee oS ts ~-- :oskhaleaeeeeee ee ‘nthe 
| o4{s-10Mm 0d 0} Supper sjUEsUOD PUB SUOTeUTUIIO}0Cd 
wecerecees |-------- -| t= 606 ‘F 89° ¥ | 609 ‘F 99° 9 0g9 ‘f 09° Zz ~ “--=""="YOT} UO} UT JO WOPJBIBpPOCT 
Se ieee ¢— 669 ‘IT 08 ‘I I | 2ob ‘IT 08 ‘I 9 | SSL ‘I cot | Hoop om me een nnsennnss""="""SUOT}BTTISOA UT YOOfOId Poesuod}[U/) 
oe et SS ee, 11° ee ay eon ae 90° en et eee’ “======="=""SHOT}TPUOD EsUddT] [B}edg 
ehe+ ee ae ZL8 ‘IZ 9% £ 629 ‘TZ 62 'f £ L2L ‘GC ae ben eS eo 5 eee SUOTIBUTULIOJOP JYOUIG JOBAPBO]T 
gos ‘b+ a+ tI+ 6FZ ‘€9 2 8 £92 $68 ‘8¢ 08 °2 642 SZP ‘TS QTL 08% ead P poo UWOTION.ISUOD JO UOTOedSUT 
£00 ‘ZFI$+)| 9082+ | FZ+ | 298 ‘ELt$ €0'FL | FFI 6c8 ‘Tees 16°02 | O21 ZSF ‘LLES gr'2z¢ | 6IT petesett ar BZuyssoooid pus uopWwsISOAUT :ZuTsuooy’y] 
:sy0efoid of1Q090[90IpAY [v1ope,-UoU JO ZuTsusO}’T 
° syjun sjyun - | S}yun s}yun 
qyuno uy UNE pol qunoury cena peo] qyunoury yo pRo] qunouly wore _— 
“HAOM “410M “HOM “HIOM 
name ANWATDY 
Scé6l (—) Jepun > . 
JO (+) JaA0 gegt ‘voualayic PeVUITIS 9S6T PoPBUITISS SC6T [eno F961 











PIIDULISA OCG pun EGET puv JoNJIn YEE] ‘87809 fiparyon pun savafh-unu ‘sz1un pyoj,ysom fo JuawmanIg 


NOISSINWO) YAMOT WAAAY 





IN 
aS 
d 


ons 
om 
‘Pp, 
he 
lid 











































































































wet |e I+ | ose+ | cse‘zee | 9006 | ose | czerer | st's2 | 00g | ser'zor |e zz | exe | ~* £}[88000U PUR BOUETUAAUOO JO SoywOY}I109) 
| | | aC | | :AIjSNpuUy SBS-[B.InjeU ‘SABAINS puB UOTE[NF0yY 
09+ 29 ‘€— _ Tin 16100 1 | 06°Sst | =| 906 ‘000 1 | gest |------ --! 166 zz0'T | 96° rT one] RMAC AR! 
| | “L | Jomod df1jQ00[9 ‘SADAINS puB UOTIw[NZe1 ‘[eIO 
899 ‘8+ . ; ¥E9 23 : | oz ZI ~ Dposenees | 926 "EL 7 QL ZI. prasanend: 11616 ‘ OF *¢ ; ae a . ~aliqnd oy) pue sa1ouese [eIUeWIUIA 08 
| ‘SsolsU0KQ) OF UOTJBULIOJUT PUB BOUBISISSE FUTYSTUIN 
wze— jort— |---- cze‘ser | ze69 |---| ost ‘ese | otk | inom ing Pe" i-------- s-n-n-s-"-"-=""""--gaeD oIseq ‘TBI0}qNg 
| | | q 
640 ‘Z— Se of eA FLO “62 98 ‘F LI £80 ‘TE | 80°¢ LI | 128 ‘ez 20 'F eo eee Eee sdeur m104sAs 97.1400] q 
es6— eee Soy we | 289 ‘Ibr = | BES | 00S | OFS ‘ZHI 18 €% | 000'% | Z2e ‘SFI ee eee. 0 en eae suOTyeoT[qnd [eBoT\sST}BIg 
Z8L ‘T— ——— bk re PEL LIZ LL‘I¥ | 98° “69% L6 ‘GF —. 668 ‘292 ae fon eee ~"""Byep dIseq JO sIsA[VUB PUB ZUTIOYIVH) 
:BYBp dst 
SSS ee RSS S| 
8F6 ‘E+ ae? See 698 ‘682 ae 2 ee LI¥ ‘EbZ eo"le |" SEE ‘6FZ mak gor rnene ‘Geeentetiee many ee 2 se Ajddns 
pue sjuouiMber s9MOod d1j0979 ‘[ejJO}qng 
€91+ —— «oe 9Fe ‘IT a fo | €8I ‘IT a) aoe 612 ‘LT ee Be ee ee es BIVp SsedINOsel 19MOd 103BM PodoTeaspuy) 
6FI+ oa ea F98 “OS i 8 CIz ‘9¢ 0g ¢ 8 | O2F ‘OF 4e°9 8 ene ni SOTPNJS UOTJVUTP100D PU UOT}O9UU0NI0}UT 
106 ‘2— —— fo ZEO ‘IZ es fe a | $8 ‘Sz | ee Pee “| 69T ‘6z a. fr ng ae eee ee SAVAINS JOYIVUI JOMOT 
S 166 ‘+ Ss ee L19 ‘69T Sh'°SZ |-~~--~~ "| 929 ‘99T 99°St |~~~-~~~~| 086 ‘T9T eke oe sorpnys Atddns puv szucmelnbed JaM0g 
a | :A[ddns puv syuemoinbes 1aMmod 91.1490, q 
eS > | cess = — — =>} SS eee | = — SS | S| SS =| 
LL ‘T+ —— 896 “99 se ZS ‘Sg 6F “OT | Seed Clz ‘69 GIT ned joo ===“ OTB ZeI 93810d.100 ‘[ej0Iqng 
Teeth miro “> ee 0° poneonerd eae | $0" nano eae 60° SAS Aaa ee re One ee ae 
-W100 SdJTAIOS PUB SUCTIVOT[dde UoTJO9UUODIOZUT 
$20 ‘T+ SI °-+- €+ 088 ‘6 6h T CT c08 ‘8 | 98°T ar OLF ‘6 PT eI “-="=""-=-suoToRsuBsly AZIOU 11J9O[9 [BUOTIVUIO} UT 
an ed 3— z1¢ ‘9 86° | OF | aie ‘9 | 86° ZI 6£0°9 16° Ll one eenwnnn=n=-====s119TO9UNONIOIU AIVIOAUIO,], 
FI6+ 80°+ gI+ Z6b ‘OT | OST GL | S29 ‘6 chr =| 09 FSI ‘6 oF T ef) eke ener ee SUOTJVUTUIIOJOP [BUOTIOTpstans 
a See he ce 122 ‘% | $e° OL 12z ‘% | $e° 02 PRE ‘Z 9F* #9 Sars ecetnet te ee $91810100I1P BUTYIO[ 10} UT 
rOI— oe ee oe | O16 ‘ST | 99% ge FIO ‘OT 6S % ge F1'e eee wom =====-===<STIOTIEPT[OSUOD PUB S1OZIOY 
601$— £0°— ae £62 ‘TZ$ 89 °€ e¢ 206 ‘To IL'¢ g¢ rrO ZZ$ 26'S 0¢ Sen S Ee SSR ESE ae ee ~-sonsst Ajlanoeg 
[UOTIBINBII 94VIOdIOD 
‘u0oQO—Alysn pul J0M0d-011}00[0 ‘sAVAINS PUB 001}8[NF07 
ane syjun Semel ae s83ttin sqviun a sqviun 
qunowy — peo] qunouwry | oo peo qunowy _ pro qunoUly ea pro 
W | -q10.4 | “UPIN | -10 44 WN | -310 44 W | -y10.4y 
1 akeieniadnih Sates Peete on AVATIDY 
—) Jopu 
ote qeuneunc POPBUTISS 9C6T | POWWUITISO OOGT | [enjor FO6I 














PEANUIZUO)—paypwrjsa 9G] pun EGE] puv jonjov FEE] ‘s)800 fipatjon pun ssvafi-unu ‘sjrun poopysom fo yuawmajnjiy 





103 























































































































000 ‘00S 000 ‘0¢9 ‘*F ed 000 ‘OST ¥ 000" ‘008 vv | ae 
000 ‘21+ . 009 ‘t1— yo9‘6I— | , 
7 ee ; “--"! S18 ‘61+ . ae ee 
000 ‘sst+ | O1'S9+ | 000 ‘089 v 08 “102 _000 ‘OL '? ae oe _ 9 ‘006 F 48 ‘en0 " 
00g ‘02+ | FOI— O88 ‘RGF 66 69 a “ORS ‘S0F | “261 Itt re CL 
OR ‘b— a . 000 | ¢ | 09° “ORS 6 LOF ‘6 ; LIT 7 
ost ‘0oI— | 99'I- oer‘tse | @F'is O82 ‘198 “ese ‘nze — | 82"9¢ 
Lert en | 296 ‘OI | OF0 ‘9 126 ‘91 | Sb ’S 
| } } | 
L96— st*— | O¢+ 0SZ = |: £62 ‘6% 002 0¢8 ‘IE | Zh | 61Z 
O19 ‘6 ss I | COr | L¥6 ‘STS col OES ‘RZE goog | III 
j | | | 
a | 
oso ‘see+ | 92°6h+ | 000 ‘192 ‘T | 060‘S82‘T | #9°89% 
ee | Se eee eas 
ott lee ‘ssa: 299 ‘CF : | 6g ‘TZ | 22°31 
| ' | | 1 | 
680‘ le+ eset SBF ‘I8 £9°er | | 688 ‘09 oor mor 
a Se eect marcel Sau a es ae a coli UciadenetRadlags anti 
oe+ 60°— | gee ‘TI 1g 'Z \ : 86 ‘OT F “oge ‘TI zo ~ 
- 7% 168 ‘9T 146% | 08 168 ‘OT 02Z £0L ‘61 00° 02Z 
s+ 40°— ~ Z0°T 860 ‘OT ; SLE ‘L gI'l i 
¢89 ‘61+ | 998+ €e'L | “-"""""! SPP ‘SS a £96 ‘2 ee bar oe 
LeZ‘BI+ | LL 3+ 0@I+ 126 ‘LE gg ‘¢ | 002 | $69 ‘61 08 L216 ‘TI 08 ‘T et 
668 — mI 006 ‘1G te '¢ | 669 ‘IZ 4 Co ‘eZ | 19 
668— n= 962 ‘61 e0'e |7 | c69 ‘6I ca ae kx 
, ; Ss ae 1¢° | . mse -fe Ah. COF % * 
= — = —— — — — | — — —S=—_ —— eT rs ae ee == ———— == ————— 
"88 ‘ZIS+ | IF ‘Tet “= 99 | ite ‘T FS “281 | | 182 ‘SSI ‘T p 5 i 2 
orz+ |eet+ | o% oLP'L 4 OF “616 F gI $80 ‘F | #9" og 
99 ‘b+ | gs'+ om | PBL ‘LEI i¢ Ls OOR ‘OT | LIL ‘eat O08 ‘0% | 612% 86 OL ST OOL 
12 ‘S0%-4 tl + 2s por ‘902 ‘I 16 ‘SOT oot ¢ex9 ‘000 ‘T RP OLT ‘0901 Ch OFT 62 











"“UOTIB BQO 10} B[QRITVAB 





~-aqyeuUyjso Jo uy JeyAdordds ‘18j0} puwsy 


SOTIATIOV [][B *[BIOZ puBIH 


sqoofoid quouidojoa 


-OP JOATI [BOP 0} BUTPVLOI SUOTIVSTISA UT *[8IO,, 


“dliqnd ey} pu s 


SOPOUNSE [VIUOUIUIIAOS 


‘ssalgu0g 0} UOT)}eUWI JoyUy pus sOUBISISSe SuIYSTuUIN | 
Sul yUTIOD: 1B pus $oqVi ‘SUOTIROOTI[V 4800 Jof[o1d [e1Ipeg 


-foid qUIUIGO]PAOP JOAL [B1Opag OF SUTPLIAI SUO}IBSIIS AUT 


-SNpuU] Svs-[RIN{e uf 


serpnjs yoofoid pus ulseq JOA 


“seem ae 
SAOAINS PUB UOTJE[NFeI ‘[ejOL, 


“attqnd oy} pus soyousse [eJUSTIUIGAOS 


‘sso1ZU0D) OF UOTJVULIOJUT PUB OULYSTSSe SuUTYSTUIN GA 


~-----eqep o1seq ‘TeJOIGNgS 


~oere-=--------cdenr oulpjodid sed [einjeN 


~-===-===-snolpeoT[qnd [Bolis}eVig 


soipnjs Ajddns-se3 tuedg 


“--="BI ED OISBq JO SISA[VUB PUB SULOYICH) 
:ByBp OIseg 


-su0l} 


-RUJULIOJOP TVUOTPTpstnl sep :uoTye[Nse1 oyBs0d.10y 


~SuTIUNOIOV UOJTUN JO JUITIIOIOJUB ‘jeqoiqngs 


“--SsuOT}Ov PUB SUOTIE[NZe1 ZUTUNODDY 


---“goTPNYS 4800 [BUIZIIO PUL UOT WOYTSSEpIOY 
:SUTUNOOL WAO;TUN JO JUSUTODIOJUY 


--- uoTJE[Nse1 0781 *[VJOIQnS 


syuye[dur09 BOTAIOS SBE) 
— “saurty e1Vy 
““"“SOSBO 078Y 

SHOTPB[ NSO! IVY 





SJUSTIISING W191 Sse] 
eoUuL[egG pe Vs][qoun snidq 


UOT BIYSTUTWI pV 


UO[SSIWIUWIOD JUTOL [BUT] VUIOIUT 





104 


LICENSING OF NONFEDERAL HYDROELECTRIC PROJECTS 


How do you relate the licensing of non-Federal hydroelectric power 
projects to your table of organization over here under the Bureay 
of Power? You have it broken down here pretty well. 

Mr. Apams. Mr. Chairmah, may I comment on that? 

Mr. KuyKenpatu, Yes. 

Mr. Apams. The summary table on page 12 is made up of the 
man-years of time devoted to licensing work by all of the units of 
the Commission. The allocation of overhead I believe, Mr. Sechrest, 
is also included in that tabulation. | 

Mr. Securest. That is correct. 

Mr. Apams. If you will note, on the second column the man-years 
are listed as 50.97, devoted to investigations and processing of 
applications. 

It consists of work performed by the Bureau of Power; work of 
the lawyers; the work in the field offices, which are part of the Bureau 
of Power, and any overhead which is allocated to that from the general 
Commission costs, but the bulk of that item, 50.97, is in the Bureau 
of Power and the Bureau of Law. 

Mr. Tuomas. I do not quite follow you there. Which item is 
that? Is it listed under your licensing division ? 

Mr Apams. It is the first item under “Licensing and processing.” 

Mr. Tuomas. Under “Investigations and processing” ? 

Mr. Apams. Yes, sir; the second column, and that applies to the 
1955 fiscal year. Under “Workload units” you will find that the 
workload is estimated at 120, and the man-years listed as 50.97. 

Mr. Tuomas. Yes. I was looking at your 1956 table rather than 
your 1955 table. 

You may proceed. 

Mr. Apams. The 50.97 man-years, as I just outlined, is made up from 
the Bureau of Power, the Bureau of Law, and such overhead as is 
appropriately allocated, but the bulk of that time is accounted for 
by the Bureau of Power and Bureau of Law. 

Mr. Tuomas. In that division you have about 130 jobs, and you 
told me a while ago your whole Bureau of Power, in the field and 
in the District of Columbia alone, amounted to 165. 

Where is the rest of them? That is what I am trying to get. I 
am trying to correlate this activity breakdown with your organiza- 
tional chart and I am trying to find out where the loose ends are. 

Mr. Apams. The Bureau of Power is included in two other major 
items. 

Mr. Kuyxkenpatt. I think, maybe, Mr. Sechrest could answer that 
more speedily since he is our budget officer. 

Mr. Securest. This workload table, Mr. Chairman, is based upon 
individual timekeeping of particular jobs whereby the employee 
charges his time to a particular item, such as investigating and 
processing. As Mr. Adams explained to you, that includes his time 
with the Bureau, say, of the Division of Licensed Projects, and in- 
cludes a percentage of each regional office’s time where they work on 
those particular items and also a number of lawyers and the exam- 
iner’s time in the hearings, as well as the Commission’s overhead. 
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ELECTRIC-POWER REQUIREMENTS AND SUPPLY ACTIVITY 


Mr. Tuomas. What is the unit here entitled “Electric-Power Re- 
quirements and Supply”? What do they do? You have 36.14 man- 
years listed, which would amount to approximately 42 employees. 
‘ What do they do? You have listed under that heading “Power 
requirements and supply studies,” “Power market surveys,” “Inter- 
connection and coordination studies,’ and “Undeveloped-water-re- 
sources data.” 

You have about 40 or 42 men over there doing a lot of studying; 
have you not? 

Mr. Apams. The major part of that, as you can see, from the tabu- 
lation, is in “Power requirements and supply studies.” That time is 
spread over the five regional offices, and the office of the Bureau of 
Power here in Washington. 

Mr. Tuomas. Are these people located in the field, or in the Dis- 
trict of Columbia ? 

Mr. Apams. They are located both in the field and in the District 
of Columbia; a greater portion of that work is, however, done in the 
field offices. 

Mr. THomas. Where are these people located in your table of organ- 
ization here? 

Mr. Apams. They are located in the Division of Electric Resources 
and Requirements in Washington, and in the five field offices, shown 
at the bottom of the chart. 

I would estimate that probably 20 of the 25 man-years shown as 
power requirements and supply would be in the field, with the re- 
mainder in Washington, but our accounting system for the organiza- 
tion activities would show exactly where the time is devoted. 

However, that encompasses work which is done by the Bureau of 
Power in keeping up with the power requirements and supply of the 
country, as provided under section 311 of the Federal Power Act, 
which authorizes and directs the Commission to keep ourselves in- 
formed on these matters and be prepared to report to the Congress. 

Mr. Tuomas. If you are going to dot all the “i’s” and cross all the 
“t’s” in one of these acts, you had just as well have an army. 


BASIC DATA ACTIVITY 


What about your basic data activity, which gathers and analyzes 
basic data, compiles statistical publications, and electric system maps? 

How many people do you have listed for that division for 19562 My 
figures reflect that you have 69.37 man-years listed, which would be 
about 77 to 78 employees. Where are these employees located on your 
table of organization ? 

Mr. Apams. I think Mr. Smith’s bureau does most of that, and he 
might be able to answer that question. 

Mr. Tuomas. Where are they on your table of organization in the 
back of the justification? Are they listed in the Division of Interpre- 
tationand Research? Is that it? 

Does it involve only 6 man-years? 

Mr. Kuykenpauu. Perhaps Mr. Smith could answer that. 

_Mr. Suir. That is the Bureau of Law, Mr. Chairman. The Divi- 
sion of Interpretation and Research is in the Bureau of Law. 
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Mr. Kuyxenpatu. Mr. Chairman, I picked up some vernacular from 
these management experts, and I find there are 2—ordinarily 2 types of 
organizations—a functional organization, and a professional organiza. 
tion, and if we had a purely functional organization, you would be able, 
readily, to make these correlations which you are attempting to make, 

Mr. Tuomas. I am just asking someone to point out where they are, 

Mr. Securest. As far as the Bureau of Power is concerned, the basic 
studies are performed by the Division of Electric Resources and 
Requirements. 

Mr. Tuomas. Is that true in the field ? 

Mr. Smiru. Yes, sir. 

Mr. Apams. I can explain that, if I may. 

Mr. Tuomas. Can anyone tell me which one of these divisions 
covers this item in your table of organization ? 

Mr. Apams. The basic data, Mr. Chairman, is included partly under 
the Bureau of Power, in the Division of Electric Resources and Re- 
quirements and in the regional offices; and partly under the Bureau 
of Accounts, Finance, and Rates. 

Mr. Tuomas. We have been previously told that they were up here 
in this other group, “Electric resources and requirements.” You have 
40 of them, but you only have 25 listed here in the Bureau. In other 
words, you have to multiply that number by about two. 

Mr. Apams. The field offices of the Bureau of Power, of course, oper- 
ate on the basis of a rather large number of work assignments involved 
with the power requirements and supply studies, and the gathering 
of basic data necessary to make those studies. 


FURNISHING ASSISTANCE AND INFORMATION TO CONGRESS, GOVERNMENT AGENCIES, 
AND THE PUBLIC 


Mr. Tuomas. You have an item listed under the heading of “Fur- 
nishing assistance and information to Congress, Government agencies, 
and the public.” How many people do you have performing that 
work? 

Mr. Avams. Twelve man-years in 1955. We have not identified 
them on the operational chart. 

Mr. Tuomas. I am still talking about this last item, and I refer you 
to the table on page 12 of the justifications. Evidently you have 16 
people involved there. 

Mr. Apams. I believe that is about 15. 

Mr. Tuomas. In other words, you have 15 or 16 people supplying 
information to Congress, and some 36 people up here under “Electric 
power requirements and supplies” who are making studies—and then 
you have your map people and your other people here. 

How many people would you calculate were doing that type of 
work? Is that number 69? 

Mr. Apams. Well, there again, those are made up of the various 
units of the Commission which normally participate. 


EXPLANATION OF ACTIVITY CHART 


Mr. Tuomas. I have been asking you to put your finger on them 
in this chart. You gentlemen made the chart; I did not make it. 
You have people conducting studies in the Power Division, making 
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om [ maps and charts, and so forth; furnishing information to Congress, 
sof ME as well as other duties, which is absolutely ancillary to your main 
za- HE duties here under “Power.” You have about 135 or 140 people and 
ble, J vou stated that in your whole division you only had 165. , 

ke, # © Mr. Securest. Mr. Chairman, if I may, 1 would like to give you 
re, [information as to just how these man-years are compiled. We will 
sic ME take, for instance, the first major item, “Licensing of non-Federal 


nd #% hydroelectric projects.” 
“Mr. Tuomas. You had better address yourself to the committee ; 
this is pretty important, if you follow me. 
Mr. Securest. It is very important, and 1 was just trying to recon- 
cile the figures. 


ns Mr. Tuomas. We are going to transfer these people out of these 

divisions and get them up here and help you cut down this backlog. 
ler That is what we would like to do, and if we are wrong, you had better 
Xe. straighten us out. We want to get you current, and we want you to 
‘au stop all this ancillary business, and get down to your primary fune- 

tion of power, instead of making maps and making all of these studies. 
ere When you go out and survey something once, certainly the informa- 
ve tion you have should be good for 4 or 5 or 10 years. The river bed is 
er not going to change, and the mountains are not going to be changed, 

although there might be an increased population. We do not like all 
er- of these economic studies. You have 135 or 140 men right here in 
ed Power alone, making these studies and, yet you said you had only 165 
ng men in your entire division in the District of Columbia and the field. 


So, those two figures do not jibe. 
Does that mean you have 165 men in addition to these 130 or 140 
ES, which I have enumerated ? 
Mr. Apams. No, sir. 
Mr. Securest. As I was trying to explain, Mr. Chairman, on that 





e chart for that particular item for 1956, “Licensing of non-Federal 

ue hydroelectric projects,” we have a total of 115.14 man-years, which is 
made up of the work of these different organizations. 

ed Mr. THomas. Will you please point them out on your organization 
chart, and let us see their civil-service status, and see whether they are 
engineers, or economists. 

16 Mr. Securest. I cannot point out on this chart the details of what 
makes up the man-year which go into this chart, because it is compiled 
from individual work reports, and is correlated in the total for the 
item. 

ns Mr. Tuomas. You spent $15,000 of the Bureau of the Budget’s 

- money trying to help out in reorganizing. We are going to do this 

= and not charge you a nickel. If you would just help us a little, we can 

t get at this thing. 

. Mr. Kuyxkenpatu. I think if Mr. Sechrest could give you these 
figures, you would understand where this apparent discrepancy is, 

us and where it does not lie. 

Mr. Toomas. Iam ready for it. 
Mr. Securest. Referring to the item that I did, there is a total of 
115 man-years and the manpower involved in the Bureau of Power 

a was 69.6; and it also includes from the Bureau of Law 13.46; the 

7" Bureau of Accounts, Finance, and Rates, 18 man-years; from the Sec- 

g retary’s office, 7.37 man-years; the stenographic pool, 1.25 man-years; 


the maps and drafting section, 0.85 of 1 man-year; duplicating, 1.59 
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man-years ; examiner’s, 2.12 man-years, and overhead, nine-tenths of a 
man-year, which makes up your 115.14 years, and that is the way the 
workload table is eueited 

Mr. THomas. How many men do you actually have working jn 
Power? That figure is not 165; is it? . 

Mr. Avams. That is the total working in the Bureau of Power as 
of now, which is wholly devoted to power matters, throughout this 
whole chart on page 12. We included the licensing work; the power 
requirement and supply work; the gathering of basic data and making 
maps and furnishing information to Congress and the Government 
agencies. 

Mr. Tuomas. Are some of them charged up all the year under maps 
and some of them charged up under accounting? 

Mr. Apams. No, sir; there are no people in the Bureau of Power 
charged to maps or accounting. The remainder which I mentioned 
is listed down in the last item, “Investigations relating to Federal 
River development projects.” So, summing up, the Bureau of Power, 
there would be 165 people, principally involved in the licensing work 
which is listed at the top; they would also be involved in the electric 


power requirements and supply work and in the Federal projects 
work, 


POSSIBLE SHIFTING OF PERSONNEL TO REDUCE BACKLOG 


Mr. Tuomas. How many of these 130 or 140 people which we have 
enumerated could you put over in the Power Division to help reduce 
this backlog, and cut out your maps and cut out some of the other 
things and activities which we have mentioned ? 

How many of them could you put in Power to cut down some of 
this backlog? That is the important thing; that is what John Q. 
Public is concerned about. 

Mr. Apams. It is all integrated, and if you did not have the map 
and basic data material, as well as power requirements and supply 
studies, we could not issue licenses, simply because we would not have 
the information needed to do that job. 

Mr. Tuomas. Are all of these 130 people working on these very 
rojects which are now 6 months to 3 years behind in the issuing of 
icenses ? 

Mr. Apams. No, sir; they are not all working on it. 

Mr. Toomas. Well, why arethey not? That isthe main thing; that 
is what you are waiting on; that is what you are complaining about. 
Why are they not working on it? 

Mr. Apams. Because, there are other provisions of the Federal 
Power Act which require them to do these different things: The 
demands on the Commission in those particular fields require what 
we _— is a minimum staff which we have assigned to that type of 
work. 

Mr. Tuomas. Are not all these people needed in the power activity! 

Mr. Apams. Take maps, for instance. Those maps are not made 
just for general distribution to the public, although they are avail- 
able to the public. They are made for the guidance of the Commis- 
sion itself in carrying out the Commission’s regulatory work, and in 
carrying out its licensed-project work. 
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Mr. THomas. Well, I will get at it in another way: 

You see, what I am driving at, and I am not getting too much 
cooperation out of you, is what part of the time do these 130 people 
spend right now on cutting down this backlog of specific projects 
which you have been presenting to us ? 

Mr. Apams. The principal unit involved in that is shown in the 
organizational chart in the back of the justifications as the Licensed 
Projects Division, consisting of 34 people, and in addition to that we 
have people in each of the 5 regional offices who are assigned to the 
investigations that are necessary to support those 34 people. 

Mr. THomas. Where are these basic data people working where you 
have some 75 or 80 of them gathering and analyzing basic data and 
preparing statistical publications ? 

You have about 27 people listed for that. 

Mr. Apams. Part of them are working in the Bureau of Power in 
the five regional offices and in the Division of Electric Resources and 
Requirements, and the remainder are in the Bureau of Accounts, 
Finance, and Rates, under the Division of Finance and Statistics. 

Mr. Tuomas. You see, what we are driving at: What is the reason 
why you cannot put these men to doing the job that is most pressing, 
and the most pressing thing you have in the Bureau of Power is 
vetting these licenses out? Why do you not cut out some of this 
mapmaking for projects which are not pressing, and let them work 
on the projects which you want to get behind you, such as your statis- 
tical men, and your data men? Why can you not do that? 

Mr. Kuykenpati. Mr. Chairman, I would like to answer your 
question : 

First, I might say I think we are really a little bit ahead of you 
on attacking this problem. 

Mr. Tuomas. Well, your justifications do not show that, because 
if you were ahead of us you would have done something about it. 

Mr. Kuyxenpaty. When this juistification was made, our study was 
not completed, and we are not nearly completed with it, but this same 
firm which I mentioned before has also now virtually completed a 
study of our New York office, for instance, and I hope the Bureau of the 
Budget will, if we need it, help us, although we may be able to do it 
ourselves, but we are going to study all of our regional offices. 

Mr. Tuomas. That is the trouble, gentlemen. We do not want any 
more of these studies. We want to help you get some action here. 

Mr. Kuykenpatt. We are only completing the one which was 
started, and if we can find any spare manpower, we are certainly going 
to utilize it. 

Mr. Tuomas. You have people over there who are not working on 
your pressing projects. We are asking you a very simple question: 
Why can you not transfer them and put them to work on this backlog 
and cut out some of this mapmaking and statistical information 
gathering where you have 130 people involved ? 

Mr. Kuyxenpatu. As Mr. Adams pointed out, the mapmaking and 
the statistical work is not only for the Bureau of Power—it is not all 





done within the Bureau of Power. We have allocated that part of it 
that we think goes with the Bureau of Power; most of these men are 
doing different things for different purposes. 
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Mr. Tuomas. I understand, but the purposes are ancillary to your 
main job. Your main job is to settle down and whittle down on your 
backlog. Why can these people not be transferred ? 

Mr. KuyKenbA.u. If wecan transfer them, we will. 

There are many of these duties which we will have to perform, 
though, even though this matter of licensing projects is the most 
pressing. 

For instance, we get, I do not know how many, requests from Con- 
gress for advice on bills which are introduced, and we have to process 
all of those. 

The law requires us to keep certain statistical figures and the Federal 
Power Commission is the only agency in the United States which does 
that, and I doubt if it would . wise to abandon that completely, even 
though we have tried to simplify matters. 

Mr. Tuomas. Which is the most important, bringing up a bunch of 
statistical figures every 90 days—bringing them up to date—or licens- 
ing these projects ? 

Mr. Kuykenpauu. I do not think we are bringing up to date any 
statistical information every 90 days. 


NEED FOR STATISTICAL PUBLICATIONS ISSUED BY THE COMMISSION 


Mr. Tuomas. How many publications do you print over there dur- 
ing the course of a year ? 

Mr. Kuyxenpatu. Mr. Smith, can you tell us about that? 

Mr. Smiru. Yes, sir; we have several publications. We have the 
financial statistics on the electric industry and the gas industry ; on the 
capacity of electric plants and the power produced, studies on rates 
and things of that nature, all of which I believe are vitally important, 
for this reason: 

The Federal Power Commission is now the headquarters for infor- 
mation concerning the electric utility industry. Through cooperation 
with the Bureau of the Budget, no other agency now compiles infor- 
mation for the electrical industry such as information concerning the 
consumption of coal, for instance, which was compiled by the Bureau 
of Mines for many years, and which is now compiled by the Federal 
Power Commission. 

Mr. Tuomas. You are in the coal business also, I suppose? 

Mr. Smrru. The coal association has just written to the Hoover 
task force, and I have the letter on my desk at this time, urging the 
Hoover Commission not to do anything which reduces the Federal 
Power Commission studies, because the information is needed in its 
work, 

The information compiled by the Federal Power Commission is 
used by the Council of Economic Advisers to the President. Every 
publication that you can think of which goes to an economic analysis 
of the national economy uses the Federal Power Commission statistics. 

The electric utility industry is at least the fifth largest, and maybe 
larger, industry in the country, and the gas industry is about sixth, 
and the information that those two industries supply is vital in any 
study of our economy—such as where we are going, and where we 
have been, and so forth. 

Mr. Tromas. It is not important, then, to perform the day-to-day 
job of issuing these licenses ? 
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Mr. Smiru. I think it is very important to have that information. 
The great cry has been to the effect that we are not up to date with it 
because we do not have the time to do the work. The President, in his 
message to the Congress, said we needed more information of this 
kind—more statistical information. I think it would be a mistake to 
cut out this information at a time when there is really a crying need 
for more of it. 

Mr. Tuomas. Yes; that is right. Let those people who need power 
suffer while you gather those statistics which are used by a few people 
in the industry, and which are used by no one outside the industry. 

Mr. Apams. May I raise one other point with regard to that, Mr. 
Chairman, as to the national-defense aspect of this? 

As has been pointed out, the Commission is the only agency of 
Government that gets complete statistics and operating information 
on the power industry. The national-defense agencies, including the 
Office of Defense Mobilization, look to the Federal Power Commis- 
sion for that type of information, and are today considering request- 
ing the stepping up of attention to the national-defense aspect, with 
articular relation to the power industry. 

Taking the maps again, as an example, those are what we think are 
the minimum maps needed to give us the information, 

Mr. Tuomas. Gentlemen, you can talk about all of these economic 
agencies, but I expect we know as much about them as you do. Of 
course, you are being urged to spend your money for some more eco- 
nomic studies, and so forth and so on, but your main job is to issue 
these licenses, and yet you are going to use 130 people to go around 
and figure out all this statistical information that John Q. Public, 
who pays the bill, does not know anything about and does not care 
anything about, and would not understand after you have supplied it. 

The utility executive does, of course, and a few of the economists 
around here in Government ‘do, but you will never be able to satisfy 
that crowd. 

Mr. Apams. A great many of these requests come from the people. 

Mr. Toomas. Come from whom ? 

Mr. Apams. From the general public, as well as from the Govern- 
ment. 

Mr. THomas. Such requests come from utility lawyers, and who 
else ? 

Mr. Apams. Lawyers, accountants, and finance people. 

Mr. THomas. They come from utility lawyers. 

Mr. Smirn. Mr. Chairman, they come from a lot of people. For 
instance, industry, in deciding where to locate, goes to our office and 
makes studies of the reports and the statistical information we have. 

Mr. Tuomas. There is no question about that; it is valuable infor- 
mation. We do not deny that, but we are just trying to put a prac- 
tical, everyday evaluation on what we think is the most important, 
and that is whether to let this backlog accumulate for 3 or 4 or more 
years, or use your dollars and cents ‘and put economists over there, 
and typists over there, figuring out this statistical information. 

Mr. KuyKenpart. Well, Mr. Chairman, I agree with what you 
are driving at, and I am sure that the entire Commission does. 

Mr, THomas. Well, let us do something about it, if you agree. 
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Mr. KuyKkenpatu. We are doing it as fas as we can. In the last 
few years, I do not know how many people have been transferred from 
power to gas, but I think it is over 100. 

Mr. Apams. I do not believe it would be that many, Mr. Chairman. 

Mr. KuyKkenpbau.. If we can transfer more, we will do it just as 
speedily as we can, and we have the machinery now to find out how 
we can best utilize them. 

Mr. THomas. We are not talking about gas now; we are talking 
about power. 

You have 130 people working in power, and not in gas. We will 
get over to gas in a minute. That is where you are suffering even 
more, I presume. That was dumped into your lap through no fault 
of your own, but this is your own doing here. We will not charge the 
gas situation to you; we will charge that to someone else, because you 
did not have anything to do with that, but this is your own doing, 
and vou can correct this, and you can do it quite easily. 

Of course, I understand that when an agency is created and a fellow 
gets himself a little empire of his own, and an assistant under him. 
and he is a grade 14, he is a king in that division. 

Of course, we are not telling you Commissioners something which 
you do not already know. We just wanted to put it on the record 
where other people can see it, also. 

Mr. Kouyxenpatu. I think you will find that if we found one of 
those little empires, it would be destroyed. 

Mr. Tuomas. I have pointed out three of them to you where you 
have three activities totaling 130 men, and you certainly could trans- 
fer at least 50 or 60 of them out of those divisions in which they are 
presently located, and put them on this work of cutting down this 
backlog, just as easy as falling off the log. 

You may have to bump some heads together, but the question is 
whether you want to bump them or want us to do it for you. 

Mr. KuyKkenpnatu. Just this week we eliminated what you call 
“little empires,” in our Bureau of Law. We were prepared to make 
that step and we will be prepared to make any kind of a similar step 
in the Bureau of Power in the reasonably near future if we think it is 
the thing to do, and we will do it. 


FEDERAL PROJECTS INVESTIGATIONS 


Mr. Tuomas. What is the situation in regard to your river basin 
surveys? How many people do you have in that division? You have 
been studying that now for how long? Since 1920? 

Have these rivers changed their course very much in the last 30 
years? The mountains have not eroded too much, have they, and the 
‘ainfall item is practically the same? 

Mr. Kuykenpauu. Are you referring to the Federal projects inves- 
tigations shown at the bottom of the sheet ? 

Mr. Tuomas. Yes, sir. 

Mr. Kuykenbatu. The time shown on those totals around 50 man- 
years, and is wholly related to Federal projects, and that responsibility 
was first given the Commission under the Flood Control and Rivers 
and Harbors Act, beginning in 1938, and that is related, wholly, as 
I said, to Federal projects. 
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Mr. Tuomas. Of course, the Corps of Engineers do the same thing. 

Mr. Apams. They do not, as it applies to power. 

Our job is to work with them from the time the project is first 
started in order to study the power aspects of that proposal, and 
determine in our opinion what is the best development of that site, 
and of that reach of the river for power. 

Mr. Tuomas. How many more people, besides this 55 or 60 people, 
do you have over there doing this work ? 

That is what your chart shows. How many more do you have 
scattered out through these other divisions, here? 

Mr. Apams. The total for the year 1955 is 45.95 man-years, and is 
principally in the Bureau of Power. Those people are, principally, 
in the five field offices. There are a few here in Washington doing 
that type of work. 

Mr. TuHomas. What is your situation in regard to the gas problem ? 
Will you please tell us about that? 

Mr. KuyKkenpauu. I might say that the Hoover Commission has 
gone into this last point which you are talking about. 

Mr. Tuomas. So what? What about it? Tell us about it. 

Mr. Kuykenpatu. Well, I think their report will be forthcoming 
pretty soon. 


REGULATIONS AND Surveys, Naturat Gas INpustRY 


Mr. Tuomas. Gentlemen, the discussion begins on page 73 of the 
justifications in regard to the gas problem. Will you please tell 
us what your main trouble is in regard to that program ? 

Mr. Kuykenpati. Our main trouble there is the flood of pipeline- 
rate cases, which were in full flood before the Phillips decision, and 
the effects of the Phillips decision make the other problems look 
rather small. 


BACKLOG OF CASES 


Mr. Tuomas. Let us see about how many cases you have pending. 
How many cases did you carry over from fiscal 1955, and what is 
vour workload for fiscal year 1956 ? 


PIPELINE-RATE CASES 


Mr. KuykenpDa.u. Right now we have 33 pipeline-rate cases, and 
32 of those would be producer cases, and more are being filed almost 
weekly. We have no control over the filing rate. 

Mr. Yates. Your last answer does not apply to rate cases; does it? 

Mr. KuyKENDALL. Yes, sir; those are rate cases. 

Mr. Tuomas. You had a condensed table here showing that back- 
log, by classification, and on what page is that listed ? 

Do you have a condensed table showing your carryover by objects 
there, and your rate, and your pipeline cases? 

Mr. Smiru. That is shown on page 84 at the top of the page, includ- 
ing cases suspended during the year; number of suspensions at the 
end of the year, and these are all natural gas rate cases. 

Mr. Tuomas. Do you not have a consolidated table with a break- 
down of your different types of cases which could be inserted into 
the record at this point? 











Cases pending, beginning of pee, 


Added during period _ 


Disposed of ‘during period _- 


Total 


Pending at end of period _- 


114 


Natural gas pipeline rate cases 


Mr. Kuykenpaty. We shall endeavor to secure that information, 
and place it in the record. 
(The matter referred to is as follows :) 


Fiscal year 





| 
1955 








Summary of natural gas pipeline 


rate cases } 


F 
1953 1954 | (6 months 
38 53 | = 
37 44 2 
75 | 97 | 71 
22 | 48 | 26 
49 | 45 


L 





If. 


III. 


Ve 


1 Does not include filings by independent producers. 


————| 


Fiscal years 


‘ 
1954 | 1955? 





. Pending—beginning of period: 

(a) Suspension cases-_-.-- 
Amount 

(0) Other cases_--_--- 


Total 008082002: ..<.... 


Added during year: 
(a) Rate increase filings - - - 
Amount -_----- 
Fe GN ME iinectioncennciciee number. 


Total cases 


Rate increases suspended_--_.-------- number_.| 
| eee dee 


. Cases disposed of during year: 
(a) Allowed without suspension 
Amount _-_ . 
(6) Suspension cases settled or otherwise 
disposed of 
Amount : 
(c) Other cases disposed of 


TN: cccntunccknssbmbaneume 
Pending—end of period: 
(a) Suspension cases _ - 
Amount 
(>) Other cases_.__--- 


Dokel CONN i. in wintactcte de eas 


26 months. 


| 
| 
| 
} 
pad 


| 
| 


| 


| 





Nore.—I plus II minus IV equals V (total cases). 
Ia plus III minus IVb equals Va (suspension cases only). 











1951 1952 | 1953 | 
| 

7 12 | 23 | 43 | 41 

$43 |$10,134 | $44, 143 |$133, 955 |$187, 618 |$139, 342 

15 | 16 | 15 | 10 | 8 

22 | 28 | 38 | 53 | 49 

pt nae 31 | 37 | 39 21 

-|$12, 696 |$35, 392 ($145, 212 ‘sti, 377 |$114, 6al | $74, 4s 

2 . 





33 | 37 | 


















































15 44 22 
24 | 32 37|. 7 
$35, 200 |$143, 932 |$109, 476 |$111, 001 | $72, 837 
_| 

6 2 4 
$192 | $1, ao $4, oor | $3,690 | $2,111 
1 3 | 39 22 
$1,191 | $54, 119 | $55, a3 $159, 277 | $52, 652 

2 3 | 7 
9 23 22 48 | 2% 
12 | 23 | 43 41 36 
$10, 134 $44, 143 '$187, 618 |$139, 342 |$159, 527 
15 16 15 | 10 | 8 | 9 
28 | 38 | 53 | 49 | 45 
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Summary of certificates of public convenience and necessity relating to construction 
and operation of natural gas facilities between Feb. 7, 1942, and Dec. 31, 1954} 

















“Total” Ibi roe ‘otal Number 
Number | Certifi- ‘miles ‘additional | Estimated pending 
filed cates of compressor cost end of 
lines , | horsepower period 

Feb. 7 to Jume 90, 2963. . ................ (2) 1 20 , $86, 800 (2) 
July 1, 1942, to June 30, a a aeacieii (@) 4 51 3, 560 1, 642, 509 (?) 
July 1, 1943, to June 30, 1944______- 33 (2) 25 | 2,373 108,490 | 106, 082, 485 (2) 
July 1, 1944, to June 30, Nh sak I cai (2) 43 | 1,181 66, 610 34. 170, 760 49 
July 1, 1945, to June 30, 1946. __.._.-__- , 84 52 | 2,904 184,275 | 127, 189, 731 93 
July 1, 1946, to June 30, 1947____.._-- 129 132 5, 369 360, 349 273, 190, 302 76 
July 1, 1947, to June 30, 1948_________-- 109 98 &, 468 371, 310 519, 945, 633 61 
July 1, 1948, to June 30, 1949_________-- 102 91 7, 045 436, 274 566, 203, 116 50 
July 1, 1949, to June 30, 1950__.._.._-.-- 161 108 6, 188 493, 340 487, 240, 014 90 
July 1, 1950, to June 30, 1951____.---- . 228 173 8, 695 736, 135 725, 432, 9R4 1h7 
July 1, 1951 to June 30, 1952__...___-.-_- 171 136 3, 378 | 539, 510 321, 919, 895 127 
July 1, 1952 to June 30,1953 ___..._...-.- 152 133 7, 123 | 582, 715 723, 037, 744 108 
July 1, 1953 to June 30, 1954.__.........- 165 165 | 6,405 251,540 | 500, 881, 248 | 83 
July 1, 1954 to Dec. 31, 1954............. 95 | 2 1, 896 | 53, 535 127, 378, 427 82 

CORN ie cid on cock ce ekki 1,243 61, 186 4, 187,643 4,514, 401,648 |_......... 
POUR Be Sg Bid ioe nces cnn cscs nkaneeken— ane 82 5,251 323,204 | 469, 632,396 |_......... 





1 Does not include independent ercihinnet: 
! Figures not readily available. 


CERIFICATIONS OF PUBLIC CONVENIENCE AND NECESSITY 


Mr. Tuomas. What is the total number of cases: which you carried 
over? You carried over 40 rate cases; did you not? 

Mr. Smiru. Mr. Chairman, do you have reference to the certifica- 
tions ¢ 

Mr. Tuomas. As well as I remember, it was around 200, or 210 cases 
which were carried over ; was it not ? 

Mr. Smiru. I do not quite understand what you mean by “cases,” 
Mr. Chairman. 

Mr. Tuomas. Well, “filings,” or whatever you want to call them. 

Mr. Surrn. The certification applications on December 531, amount- 
ed to 82 applications, which were carried over—certifications of public 
convenience and necessity. 

Mr. Tuomas. What are the other types of cases which were car- 
ried over ? 

Mr. SmirH. When it comes to independent producers, the figures 
are staggering that it is hard to appraise them. 

Mr. Tuomas. You have other cases besides the certifications; do 
you not? How do you break them down 

Mr. Smiru. We have rate cases, w Nich constitute the big backlog. 

Mr. Tuomas. All right. What is your other division? Is it rates 
and certificates ? 

Mr. Smiru. Yes, sir. 


INDEPENDENT PRODUCER CERTIFICATIONS 


Mr. Tuomas. What is the other one? There is a third one, is there 
not, by virtue of the Supreme Court ruling ? 

Mr. KuyKenpat. That would be independent producer certifica- 
tions, as well as rates also. 

Mr. THomas. What do they all total up to? 

Mr. Smirn. Since June 7, the independent producers have filed with 
us 8,641 rateschedules. That was upto January 15. 
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However, we have a large batch of mail which has not been opened, 
and there will probably be about 1,000 more. . 

Mr. Tuomas. That did not come about as a result of an invitation 
on your part, but as a result of a command; was it not ? 

Mr. Smiru. It was acommand, but it means work. 


PIPELINE RATE CASES 


Mr. Tuomas. What about your other two problems or rates and 
licensing? How many cases did you carry over, and what is your 
workload there? 

Mr. Surru. There were 40 cases carried over—rate cases of pipeline 
companies. 

r. THomas. How many new filings do you anticipate during the 
year on that? 

Mr. Smirn. They are increasing very rapidly. At the present time 
we have 33 pipeline rate cases pending. 

Mr. Tuomas. Are they new cases? 

Mr. Smiru. Well, they were filed—let me get the figures on that. 
During the first 6 months of this fiscal year there have been 21 addi- 
tional rate-case suspensions. 

Mr. Tuomas. Does that give you a total caseload of 61 rate cases! 

Mr. Smrrn. Well, it is a continuing load. As fast as we get rid of 
some, we have more filings. They are being filed all the time. There 
is no letup in the filings of these pipeline applications. 

Mr. Tuomas. I understand they have a right to file, and how many 
have been filed with you? 

Mr. Smiru. Twenty-one have been filed in the first six months of 
this year. 

Mr. Tuomas. Those are new, and you carried over 40 cases, so that 
would make a total of 61? 

Mr. Smirx. That is right. 


CERTIFICATE CASES 


Mr. THomas. How many certificate cases did you carry over, and 
how many have been filed? 

Mr. Smiru. I believe that information is listed on page 74 of the 
jurisdictions. At the end of 1953, it was 162. 

Mr. Tuomas. I am talking about fiscal years 1955 and 1956. ‘These 
figures are not current. 

Mr. Smirn. From July 1, 1954, to December 31, 1954, there were 
95 filings for new construction and 82 pending at the end of the year. 

Mr. THomas. You had a carryover of 82? 

Mr. Smiru. Yes, sir. 

Mr. THomas. How many new ones did you have? 

Mr. Smiru. There were 95 filed in that 6-month period, and they 
are coming in at that same rate, or even a faster rate. 

Mr. Tuomas. Again, the figure of 95 would be in addition to the 
figure of 82? 

Mr. Smrru. The 95 were filed during this 6-month period; we had 
83 at the beginning, and 95 additional were filed, and 82 pending at 
the end of this 6-month period. 
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INDEPENDENT PRODUCERS CERTIFICATE AND RATE CASES 


Mr. Tuomas. How many of these resulted from the Supreme Court 
decision? Did you say 8,000? 

Mr. Smiru. No, sir; that referred to rate cases only. 

For the certifications, we have a count up to November 30, of about 
4200. We are so far behind that we have not been able to open the 
mail in order to get all of these certificate applications classified. 

Mr. Toomas. What caused this sudden filing with you ? 

Mr. apes It was the result of the decision of the Supreme Court 
on June 7. 

Mr. Tuomas. Did the Commission have anything to do with that at 
«all—with those filings? Was that in response to an invitation? 

Mr. Smiru. After the decision of the Supreme Court, the Commis- 
sion recognized that more simplified regulations had to be issued to 
relieve the burden of these companies, or otherwise they would have 
to comply with existing rules and regulations, which would be ex- 
tremely burdensome. The Commission accordingly issued simplified 
rules for the producers, and it was in response to these simplified rules 
that the producers have filed their applications. 

Mr. THomas. What are they applying for? 

Mr. Smrrn. They are applying for certificates of public convenience 
and necessity; they are filing their rates and they are asking for in- 
creases in rates. 

Mr. Tuomas. What is the situation since these people have been 
placed under your wing who heretofore were not in your jurisdiction ? 
What are they filing with you? 

Mr. Smrru. They are filing for certificates; that is the 4,200 figure; 
they are filing their rates, and requesting increases in rates, and that 
represents the figure of 8,600. 

Mr. Tuomas. How far behind are you? 

Mr. Smiru. We have taken every person we can possibly scrape up, 
including the hearing examiners in their spare time, to work on this 
problem. We hope that we will be able to see daylight within a week 
or 10 days. However, the certification aspect does not present the same 
emergency as is presented by the rate filings. 

Mr. THomas. What do you mean by that? Do you mean that an 
applicant out here who has a little gas well and wants to sell the gas 
to someone who is going to put it in the pipeline, he has to get a certifi- 
cate of convenience and necessity? What does he have to show in 
order to accomplish that? 

Mr. Smirn. He does not have to show very much if he is a small 
operator. We havea simplified form of one page for him. 

Mr. Tuomas. But, he cannot get rid of that gas at all until he re- 
ceives that paper ? 

Mr. Smrru. He will not have any difficulty if he was in operation 
on June 7. The Commission rules provide he can continue in opera- 
tion until the Commission acts on his statement, and he operates on 
that basis. That is why I say we are not pressed so hard with certifi- 
cate applications as with the rate applications. 

Secondly, if he wants to make a new sale in interstate commerce for 
resale, and if he is a small operator of less than 1 million cubic feet, 
he still files on the short form, and invariably, he says someone else 
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is draining his acreage, and that he needs an emergency certificate, 
He usually gets that certification back by return telegram. 

Mr. Tuomas. Sir? 

Mr. Smirn. He gets a temporary authorization very quickly. 

Mr. Tuomas. When did that happen? 

Mr. Smiru. That has been happening right along. Every day I sign 
recommendations to that effect. : 

Mr. Tuomas. Off the record. 

(Discussion off the record). 


Gas Division 


Mr. Tuomas. Turn to your chart again, gentlemen. 

How many people do you have in the Gas Division now? I note 
that you are requesting about $340,000 additional this year in order 
to bring you up to date in this division. 

This represents your big backlog; does it not ? 

Mr. Smirn. That is correct. 

Mr. Tuomas. The other is small, compared with this; is it not? 

Mr. Smiru. Yes. The whole situation having to do with rates is 
pretty distressing. This rate-increase business did not come upon us 
until 1952. We had 2- or 3-rate increase applications a year before 
that. In 1952 we received about 22 applications, and then it jumped 
up to 40, and we have never had a staff large enough to handle that 
increased workload. 


NUMBER OF EMPLOYEES 


Mr. THomas. How many people do you have working in the Gas 
Division, gentlemen ? 

Mr. Smirn. In the Division of Rates we have 79 people. They 
handle rate matters, both electric and gas, and also the rates of the 
public power people, such as Bonneville and Fort Peck. The total 
there is 79. 

In addition to that, the Division of Accounts have accountants who 
work on rate cases also. There are 94 accountants. There are 94 
"shag in the Division of Accounts, including stenographers and 
clerks. 

Mr. Tuomas. What is the total number of personnel engaged in 
work on these gas cases ? 

Mr. Smrru. It is not broken down quite that way. 

Mr. Tuomas. Can someone furnish me with that information ? 

Mr. Smiru. We can give you the total here on this page—on this 
master sheet—page 12. 

In rate regulation we have 187.54. 

Mr. Tuomas. I tried to add all this up, but I erred. You people 
have more adding machines than I have, so I did not add it up. 

Does anyone have a cost figure here ? 

Mr. Surru. For natural gas rate regulation it is 187.54 man-years 
and for natural gas certificates, it is 90.06. These figures represent 
man-years, and as has been explained, that includes the technical staffs, 
the clerks and the overhead, as well. 

Mr. Sreourest. Looking at the 1956 column, it shows 308.79 man- 
years, and that is made up of work from the various bureaus. 
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The Bureau of Accounts, Finance and Rates, have 197.7 man-years ; 
the Bureau of Law has 44.16 man-years; the Secretary’s Office has 
30.48; the stenographic pool has 5.96; maps and drafting has 3.92; 
examiners 11.32; and duplicating 15.25. 


NUMBER OF LAWYERS 


Mr. Tuomas. How many lawyers do you have in the Gas Division ? 

Mr. GatcHEtt. We have 38 in that division, plus a major portion 
of my time, and it comes, altogether, to 44.16 man-years. 

Mr. Tuomas. That would represent about 50 lawyers; would it not? 

Mr. GatcHELL. That would be for the new year, 1956. 

Mr. Tuomas. Would that apply to both the District of Columbia 
and to the field ? 

Mr. GatcHeLL. That includes clerical help, also. 

Mr. KuyKenpau. All of the lawyers are in the District. 

Mr. Tuomas. You donot have any in the field ? 

Mr. KuykenpDatu. No, sir. 

Mr. Tuomas. How many do you have in the Power Division ? 

Mr. GarcHeLt. We have 7.12 man-years allocated to power, and 
13.46 man-years allocated to rates. 

Mr. Tuomas. I am seeking the total in the entire power division. 

Mr. GarcHetn. We have 20.58, lawyers and clerks, in the Bureau of 
Law engaged in electric power and licensing. 

I might say, Mr. Chairman, that last year we lost over 500 man- 
hours in the Bureau, because we were unable to give the people time 
off. Our caseload was so heavy that we were terrifically handicapped, 
and we were not able to let our people take advantage of the accu- 
mulated leave time. 

Mr. Tuomas. I know exactly what you are talking about. If you 
have 70 or 75 lawyers, you should not have to work them like that. 
Mr. Gatcnetn. We do not have that many. We have 38 at this 
time. 

Mr. Tuomas. I am talking about the number of lawyers in your 
Gas and Power Division. 

Mr. Gatcnei. That is what I mean. 

Mr. Yares. Is that the total number of lawyers you have in the 
entire Commission ? 

Mr. GATCHELL. Yes, sir. 

Mr. TuHomas. Judge, you gave me a figure of 50, and this gentleman 
gives me another figure. 

Mr. Garcuety. I am giving you a figure as to what we actuall 
have. We have some vacancies which we have not been able to fill, 
because of the deficiency of money which we are operating under. If 
these positions are filled, we will be able to operate with these figures 
which I gave you, which includes the stenographic help. 

Mr. Tuomas. You gave me one figure, and let us stay with it. 

How many lawyers do you have in Power and Gas? You gave me 
one set of figures which adds up to about 75. 

Mr. GaTcueLy. 44.16 is for the Gas Division, and that is for the new 
fiscal year. 

Mr. THomas. Does that represent man-years ? 

Mr. Garcueti. That is man-years. 
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Mr. Tuomas. Well, that would be about 50 jobs; would it not? What 
is the situation in your Power Division ? 

Mr. Gatcueti. That figure is 20.58. 

Mr. Tuomas. Judge, you and I are not in very substantial disagree. 
ment. I said you had 75. 

Mr. Gatcuet. That figure does not represent lawyers entirely, Mr. 
Chairman. That aw? includes stenographic help as well. 

Mr. Tuomas. Well, I asked for lawyers. Now, can you give me the 
number of lawyers, please, which you have ? 

Mr. Kuyxenpau. Tell him how many lawyers you have now, and 
give him that figure, and how many you will have when you get your 
money. 

Mr. GatcHety. I gave him that. I would say that there are 15 out 
of that number who represent clerical help. Out of 70, 15 of them 
are clerks. 

Mr. Tuomas. Then, you have around 55 or 60 lawyers ? 

Mr. GatcHELL. Yes, sir. 

Mr. Tuomas. Are they all located in the District of Columbia? 

Mr. Gatcuetu. Yes, sir; all of them. We have 22 court cases, and 
those were cases which were brought without our assistance; they 
were just filed against us. 

Mr. Tuomas. Do you defend the cases in court, or do you depend 
upon the Department of Justice? 

Mr. GatcHELL. We defend them through the Court of Appeals, and 
when they go to the Supreme Court, we work with the Solicitor Gen- 
eral’s office, because they do not have men who are technically advised 
on the background in natural gas and power cases. Asa result of that, 
we do work with them. 

Mr. Tuomas. For all practical purposes, it takes just as much time 
of your staff, then, to assist with those cases ? 

Mr. Gatcuetu. It takes just as much, because we have to assist in 
writing the briefs in most of the cases, and we have made the oral 
arguments in a lot of them. In some of them the Solicitor General, 
or his office, has made the oral argument, but it takes just as much time. 


USE OF ADDITIONAL PERSONNEL BEING REQUESTED 


Mr. Tuomas. You are looking for about 75 additional jobs this 
year ; are you not? 

How many will go to the Power Division, and how many will go to 
the Gas Division, in order to get rid of these two backlogs which we 
have discussed ? 

Mr. Securest. About 50 man-years of that goes to the Natural Gas 
Division. 

Mr. Tuomas. How many will go to the Power Division? 

Mr. Securest. Out of the total increase of 66 positions, there would 
only be about 16 left for Power, which will also benefit by about 6 
through reductions elsewhere. 

Mr. Tuomas. Out of this figure of 75 or 80 jobs, how many of these 

ople are going to be working on cutting down this backlog of cases 
in the Power Division, and how many will you put on statistical work, 
and your river basin studies? 
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hat Mr. Securest. The total amounts which I have indicated for both 
“Gas” and “Electric” are to go to where the backlogs are; that is, to 
the power work, and natural-gas work. 

ree- Mr. Garcueyu. There will be a minimum of work on statistics, or 
anything else. 


Mr, 
TRANSFER OF PERSONNEL IN GAS DIVISION TO REDUCE BACKLOGS 
me Mr. Tuomas. Could not you get your work current without this 
and @ #dditional 75 men, by taking men out of your statistical work and 
our (@ putting them to work on your two current backlogs which includes 
your power and gas work ? 

out Mr. Garcuett. You could not do that, to the extent that the statisti- 
nem ME 2! Work is involved. 


Mr. THomas. What do you think about it, Mr. Chairman? 
Mr. KuyKenpauu. Well, I do not think we can cut out our statistical 
work entirely. 
? Mr. Tuomas. No; and I do not think you should cut it out entirely. 
Mr. KuyKkenpbatu. The statistical work is required by law. Where 


hey (itis required by law, we cannot stop it. 
. Mr. THomas. If you are going to let two things slide by, why not 
end (let the statistical work slide, just as well? 
Mr. KuyKenpatu. We would, and that is what we are doing. 

and Mr. Tuomas. You are not letting it slide very much when you have 
‘on. a 130 pa working on it in the Power Division alone. How many 
ised ME People do you have in the Gas Division doing this statistical work? 
hat Mr. Smirn. In the gas work, we have basic data gathering and 

’® analysis, statistics, and so forth, the total involved being 13.63 people. 
ime (But, Mr. Chairman, a lot of those people are doing other things. 
Mr. Tuomas. It ismore than that, Judge. 
i Mr. Smrru. In basic data? 
sien Mr. Tuomas. Yes. Well, I said “basic data,” but I do not know 
ral, hat you mean by “basic data.” hal ti 
Mine Mr. Smiru. Basic data covers more than statistics, but statistics 


would be in that figure. 
Mr. Tuomas. How many people do you have engaged in printing, 
end so forth, as well as data and statistics? 
this Do you have any maps listed here for the gas people? 
Mr. Smirn. Yes, sir; we have maps for the gas industry, but we 
oto Me have to have maps. 
. we Mr. TuHomas. Yes; I understand. You also have basic-data people 
gathering and analyzing all basic data ; special gas supply studies; sta- 
Gas —& tistical publications and pipeline maps, for a total of about 16 or 17 
jobs, including furnishing information to Congress. You have about 
10 people in that. 
ould In addition to that you have your people in the Division of Enforce- 
ut 6% ment of Uniform Accounting. How many would you say are in the 
Gas Division ? 





hese Mr. Smirn. The total persons working on gas—the total man-years 

ases J requested for 1956—is 308.79. 

ork, Mr. Tuomas. How many people do you have engaged in map and 
statistical work ? 


Mr. Smrrx. The publication of statistics involves 2.97, and we have 
2.31 making natural-gas pipeline maps. 
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Mr. Tuomas. You have 13.63 man-years involved ? 

Mr. Smmrn. For that whole group. 

Mr. Tuomas. Do you not have other groups besides that? 

Mr. Smrru. Not like the categories in the area of statistics. 

Mr. Tuomas. You have at least 25 people in that area furnishing 
information to Congress, and so forth. 

Mr. Smiru. That is not statistical, sir. I have to spend a lot of my 
time answering inquiries from Congressmen and I think that is a prime 
duty. 

Mr. TxHomas. How many men can you turn loose, or transfer, for 
the time being, over here on your river development projects? You 
have about 55 or 60 people doing that work now. 

How many of those can you spare on a temporary basis? What 
about it, Mr. Chairman ? 

Mr. Kuyxenpauu. If I knew that we could transfer any, I am sure 
that the Commission would have done it already. 

Mr. Tuomas. Well, that ends that. 


NUMBER OF LAWYERS 


Mr. Evins. Mr. Chairman, I have been impressed with the fact that 
these gentlemen cannot even tell this committee the number of lawyers 
which they have employed in the Commission. Our chairman has 
asked that question several times, in an endeavor to get a firm figure. 

I think they should be able to supply that information. 

Mr. GatcHe.y. I gave him the figure, Congressman, of 38, and he 
wanted to compare it with a figure for 1956, which is a different thing. 

Mr. Securest. I can give you the figures, as to the number of at- 
torneys in 1955, and also the number which is proposed in 1956, but 
my figure varies from that which Mr. Gatchell had. I have a figure 
of 39 for 1955, with 56 proposed for 1956; engineers, 1955, 193, with 
215 proposed for 1956; accountants, 93 for the current year, and 102 
for the next year. 

Mr. Evins. I was not asking about your accountants. Have you 
agreed on the number of lawyers you have at the present time em- 
ployed by the Commission ? 

Mr. GatcHe.i. Yes, sir; but we have been in a terrible situation 
during this year. Our attorneys have been resigning one after the 
other. We have had seven resignations since July 1, and most of those 
men were key men, and men who cannot be replaced readily. It takes 
time to train a lawyer, and we have had no replacements in the Bureau 
of Law during that time. 


LICENSING OF NON-FEDERAL HYDROELECTRIC PROJECTS 


Mr. Evins. I feel exactly as the chairman does. I think you should 
have an adequate legal staff, because your licensing program certainly 
is important work. I feel that you should be staffed with skilled 
and competent personnel rather than a lot of what might be termed 
“nonessential personnel.” 

As I gather from your statement the Commission is not approving 
license applications for building any dams at the present time; so 
your licensing business should be declining. The Commission does 
not assume, or does not wish to assume, jurisdiction over independent 
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natural gas producers, so your work in that field should not be over- 
burdening. 

Mr. Kuykenpau. We do not build any dams. 

Mr. Evins. I know, but I am talking about your licensing work 
in connection with the building of dams. 

Mr. Garcuet.. There have been a good many applications for new 
projects which have come in during the past fiscal year, and the pre- 
ceding fiscal year, over and above what came in before that time, and 
those are for construction by non-Federal agencies, and we have no 
control over the number of such applications. The power companies 
and power cooperatives, as well as your State and county agencies, 
file applications for new licenses for new construction, as Chairman 
Thomas has pointed out. 

However, we have no control over that. 

Mr. Evins. That workload is substantially increasing ? 

Mr. GaTcuELL. It is increasing, without the Commission having to 
do a thing to encourage it. It is just coming in upon us. 

The Priest Rapids project on the Columbia River is a good example, 
and the Coosa River development of the Alabama Power Co. is an- 
other example where there are very substantial developments being 
or which had not previously been proposed. 

Mr. Evins. Since you do not wish to assume jurisdiction of the 
regulation of independent natural gas producers, and the Court has 
held that you do have jurisdiction, what work and activities are you 
performing following the Court’s decision ? 

Mr. Kuyenpauu. I thought we had covered that pretty well, but we 
are certificating the independent producers. They are also filing their 
rate schedules with us and their applications for rate increases. 

Mr. Apams. May I add one figure on the matter of the construction 
of dams? 

There are now under construction, in fiscal year 1955, 20 licensed 
projects—licensed hydroelectric projects. Seventeen were under con- 
struction during the past fiscal year, and we estimate that on the basis 
of what we can see now that about 15 will be under construction in 
fiscal year 1956. 

Mr. Evins. Do you not think, Mr. Adams, that the process of certi- 
fication could be speeded up—that the 6 months time lag could be 
reduced ? 

Mr. Apams. We are doing everything we possibly can to cut that 
time. That is about the average which we have experienced in the 
past, but if there is anything we can do to reduce that, it will certainly 
be done. 





GAS RATE CASES 


Mr. Evins. I have had called to my attention by attorneys and con- 
sumers, and the people in the district which I represent, on several 
occasions, the delay of the Commission in taking action on several 
gas-rate cases. 

These people tell me that the Commission gives them an answer of 
“No,” and they ask me why we cannot get the Commission to act, and 
why we cannot get the Commission to speed up action or get the Com- 
mission to hold hearings or give them some action on the problem. 

Mr. GatcHELL. Congressman, during the preceding fiscal year, there 
were 39 rate cases of pipeline companies which were settled by the 
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Commission, of which 32 were settled by the conference method, which 
materially reduced the time between the time of filing, and the decision 
by the Commission, and that was more than three times as many cases 
as had been settled in any receding fiscal year. 

That is how much the Commission has been expediting its work. 

Mr. Evins. I commend the Commission in that regard, because 
there is a pressing need for expedition of these cases, by all parties 
concerned, 

Mr. Gatcue.i. These rate cases are, for the most part, cases where 
the distributing companies realize that they are going to have to pay 
the increase, and they are coming in and intervening, and a lot of the 
delay is not due in any respect to the Commission, but to those com- 
panies who have a right to eome before the Commission and say “these 
rate increases should not be allowed,” and they should be accorded an 
oon to present their case. They have the right to do so, under 

e law. 

_ We have no way which I know of to cut down the time which these 
intervenors take. There may be as many as a hundred intervenors in 
one action. 

Mr. Evins. I wish to commend the Commission for its expedition 
of these matters, and to urge that you take speedy action, because these 
cases are of great public interest to a lot of people. Also, I should like 
to add that I support the chairman in his statement urging the Com- 
mission to address itself to its principal functions. 

Mr. GaTcHELL. Since Mr. Kuvkendall has been chairman, the Com- 
mission has been urging its staff to go ahead more expeditiously and 
we have been pushing these cases through in a much shorter time than 
before. But when we have so much work to do with the independent- 
producer applications, with which we have been swamped, and the 
large number of rate cases and certification cases which have been 
brought before us, it is just a physical impossibility to get the cases 
out, without just slopping them over, and I am sure the Congress does 
not want us to do a sloppy job on these matters. 

Mr. Yates. Does that mean that you are not doing asloppy job now! 

Mr. Garcue.. I do not think we are. When the Commission passes 
on a rate, every bit of information which should be there is presented 
in the record, and that is carefully documented in the record, and in 
each case, because we do not know what case is going to court, and if 
any of them do go to court, we have to assist in those matters. 

Mr. Yares. But, you know the cases in which you have not suspended 
the rates are not going to court ; do you not, sir? 

Mr. Gatcuett. Where the ergy has not suspended the rates, 

f course, they will not go to court at that time. ee 
5 Me. pong Of omni they will not, but there is a possibility that 
the Commission may do a sloppy job in failing to suspend some of 
them; is there not ? eit: 

Mr. Gatcuett. The Commission has gotten a lot of these rate 
increase cases, as we have gone along, and we have been trying to get 
to them before the time when the suspension must be imposed. There 
is a 30-day limitation given the Commission in which to decide whether 
to suspend or not. If they fail to suspend, that does not mean that 
the Commission is approving the rate, because under the act the Com- 
mission can, and has in many cases, made its own investigation to 
determine whether a rate which is in effect is just and reasonable. 
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Mr. THomas. However, you invited this backlog of these 8,000 little 
indpendents. You did not have to do that, and that was your own 
making, and when you get the information in regard to them, you are 
not getting a whole lot of good information which is going to do much 
good to anyone. 

_ Mr. Garcneitt. When the Supreme Court said they came under the 
jurisdiction of the Commission, we were faced with an alternative of 
etting the act stand as it was with the rules and regulations which 
were then in effect. These people had to comply with the Supreme 
Court decision, and we had to proceed under the old setup, or provide 
e simplified process. 

Mr. Tuomas. No one doubts that the Supreme Court still makes 
the laws. 

Mr. Gatcuety. No, sir. 

Mr. Yates. I would like to say with respect to the comments which 
the chairman is making, that it depends upon whether you live in the 
shadow of the gas well, or the shadow of the gas stove. 

With due respect to my very good friend, and the chairman of the 
Committee, I do not agree with all of the implications of some of the 
questions which he has asked of you gentlemen this morning. 


DESIRABILITY OF STATUTORY FUNCTIONS OF THE COMMISSION 


Mr. Yates. Mr. Chairman, in last year’s hearing, part 1, independ- 
ent offices appropriations hearing for 1955, on page 333, I asked you 
the question after calling your attention to the page of the justifica- 
tions which showed the various functions of the Commission, whether 
those functions which were listed were desirable to be performed by 
an agency such as the Federal Power Commission, and are they nec- 
essary in today’s economy. 

To which you replied: 

Yes, I honestly believe they are. I don’t know of any of those major functions 
that could be eliminated and I am sure none of them are being duplicated by 
any other agency of the Government. 

Are you still of that opinion? 

Mr. KuyKenpbauu. Yes; I will stand on that statement. 


ADEQUACY OF 1956 BUDGET 


Mr. Yates. Then, on page 4 of last year’s justifications in the first 
two paragraphs it was stated: 

In preparing the budget, the Commission was guided by the policies and assump- 
tions announced by the President. Accordingly the estimates provide, insofar as 
possible, for the support of only minimum services essential in the public interest. 
Many functions are provided for at levels of operation well below what ordi- 
narily should be contemplated. 

I asked you the question as to what are the policies and assumptions 
announced by the President. 

Those were letters written by the Director of the Budget to our Commission 
and to all other agencies. 

I would like to now ask you whether or not in your judgment the 
budget which you have presented to this committee carries sufficient 
funds for operation of the Federal Power Commission, to carry out 
the purposes of the Federal Power Commission. 
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Mr. Kuykenpatt. I would say that I think what we have requested 
will enable us to carry out our functions satisfactorily. I would cer. 
tainly add that we could use more money. There is always a difficulty, 
however, in recruiting new personnel for our type of work and we 
couldn’t put on all these additional people that we hope to get, over. 
night. And then we don’t really know what our expenses for regu- 
lating the independent producers will be. No one knows because we 
don’t have the experience. Based on our estimate here, which is noth- 
ing but a guess, 1 would say we could carry on quite satisfactorily on 
what is in the budget. 

Mr. Yares. If this committee gave you all the money asked for in 
this budget, would you be able to carry out all the functions of the 
Commission in an effective manner, with full protection for the inter. 
ests of the public? 

Mr. Kuyxenpatu. I would say in a satisfactory manner, and I think 
with as full protection as human beings in this type of work are able 
to give. 

FUNDS REQUESTED OF BUDGET BUREAU 


Mr. Yates. How much money did you ask for from the Bureau of 
the Budget? 

Mr. KuyKEnbDALL. $4,820,000. 

Mr. Sechrest can give you the precise figures. 

Mr. Securest. $4,650,000 was the original figure. 

Mr. Yarrs. What did you ask for from the Bureau of the Budget! 

Mr. Securest. $4,650,000, original submission. Then the work be- 
gan to pile up on these hydroelectric projects and there was a supple- 
mental submitted which raised the figure to $4,820,000. 

Mr. Yates. The extra amount you asked for related to the hydro- 
electric projects rather than to the natural-gas work ? 

Mr. Securest. The natural-gas work was already included. In- 
creases for that work were in the original submission of $4,650,000. 

Mr. Yates. How much were you allowed by the Bureau of the 
Budget? 

Mr. Securest. $4,650,000. 

Mr. Yares. In the allowance by the Bureau of the Budget did they 
grant you the additional amount that your supplemental request of 
them had been for the hydroelectric projects ? 

Mr. Securest. No, we asked for $170,000 and they allowed us one- 
hundred-and-forty-three-thousand-and-some dollars. 

Mr. Yates. Did the Bureau of the Budget cut down your request 
for funds for work in connection with the natural-gas companies ? 

Mr. Secnrest. We asked for around, I think, $385,000 and we got 
$338,000 for that purpose. 

Mr. Yarrs. They cut you down by $50,000? 

Mr. Securest. Approximately. 


NEW EMPLOYEES REQUESTED 


Mr. Yatrrs. How many new employees did you ask for of the Bu- 
reau of the Budget? 

Mr. Securest. I think it was around 85, but the number granted 
was 66. 

Mr. Yates. How were the 66 allocated ? 
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Mr. Securest. About 45 were allocated to natural-gas work, and 
about 20 or 21 to the hydroelectric project work, part of which was 
due to differences in lapses. 

Mr. Yares. Is there in your justifications a breakdown of the 45 
employees as to proposed functions in the Commission ? 

Mr. Securest. We have a list of the positions and the money shows 
up in the workload table together with the additional increases in 
man-years. 

For natural gas it is 49.76 man-years. 

I said there were about 45 of those positions the budget allowed us 
but there was money also in there that would allow full time for sev- 
eral positions by decreasing the amount of lapses, which make the total 
of 50 man-years. 

Mr. Yates. Do I understand your answer to be that you intend to 
hire 50 new employees ? 

Mr. Securest. For natural gas? 

Mr. Yates. That is my question. 

Mr. Securest. There would be around 45. 

Mr. Yates. There is an allowance of 45—you have a statistical 
allowance of 45, but is this the equivalent of 50 new jobs? 

Mr. Securest. No, 45, because the lapses are not comparable this 
year as compared to next year. 


SUFFICIENCY OF PERSONNEL TO PROTECT THE PUBLIC INTEREST IN 
RATE CASES 


Mr. Yates. In last year’s hearings I asked you: 


Do you feel with respect to rate decisions and the rate at which you are actu- 
ally disposing of gas, that the public interest is being protected? Do you have 
sufficient personnel? As a result of this backlog and the pressures engendered 
are you giving sufficient consideration in your decisions to protect the public? 


To which you replied : 


I think so far we have protected the public interest. I do not know of any 
case where we just sluffed on the job and have not been able to come up with 
what we felt was a good decision in the public interest. How long we can keep 
that up I do not know. We are settling a lot of cases by conference, getting the 
pipeline company and all of the customers in and having a conference. 


Mr. Yates. Do you mean the contract customers as opposed to the general 
public? 


Mr. KUYKENDALL. Ordinarily they are distributing companies, local gas com- 
panies, and maybe other smaller pipeline companies. We get all those interested 
parties in and confer and go over all the points and in a number of cases we 
have arrived at a settlement in that manner. 

Now, has anything happened in the operation of your Commission 
since you made that statement in the hearings last year which would 
cause you to change your mind ? 

Mr. Kuykenpauu. No, nothing has happened that would cause me 
to change my mind. I do have a little doubt as to whether we could 
dispose of as many cases in the next fiscal year by means of settlement 
because I know of one or two cases at least where the major pipeline 
ie iy has told me that if they had another rate case they would 
prefer to go to a full hearing and get the issues decided because they 
had felt they have given on this point and that point and another point 
in order to settle in the past and they didn’t want to keep that up any 
longer. 
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The customer companies I think feel the same way, now, that they 
would rather have the Commission actually pass on these things. 

I do think that we will probably dispose of a number of matters 
by the conference method but I cannot predict whether we would be 
as successful in concluding as great a number of cases by that method 
during the next year as we were during the last. 

Mr. Yates. What is the nature of the settlement that you talk 
about? Who are the parties? The Commission and the company 
that asks for the increase ? 

Mr. KuyKkenpatu. And all parties interested who want to come into 
the case. We have had as many as 100 interveners in one rate case. 
There might be representatives of cities and municipalties and State 
regulatory commissions, as well as customer companies and distribut- 
ing companies. 

Mr. Yates. Are they in on the conferences? 


Mr. Kuykenpauu. Yes, they are all given notice and are there, if 
they wish to be. 


APPLICATIONS FOR RATE INCREASES SINCE JULY 1, 19538 


Mr. Yates. I previously asked the Commission for some informa- 
tion respecting the rate increases that had been filed since July 1, 
1953, and on February 2 I received a letter from Mr. Leon M. Fuquay, 
secretary of the Commission, setting those forth. I assume you have 
seen it. It has a list of some 61 applications for rate increases of nat- 
ural gas companies that have been filed since July 1, 1953. 

Does that list contain all applications filed with the Commission for 
such increases ¢ 


Mr. Kuykenpatu. It apparently does not include any independent 
producers. 
Mr. Yares. None of those companies, then, are so-called independ- 
ent producers? When I say “those companies” I mean the companies 
tn the list. 
Mr. KuyKenpatu. All these companies in the list appear to be pipe- 
line companies. 
Mr. Yares. Were there no so-called independent producers subject 
to the order of the Commission prior to the Phillips Co. case? 

Mr. KuyKenpau. No independent producers. 

Mr. Yates. Were there any companies other than pipeline com- 
panies subject to the jurisdiction of the Commission prior to the Phil- 
lips case ? 

Mr. Kuykenpbatu. No. 

Mr. Yates. Is there another type of a company other than a pipe- 
line company and an independent producer, that would qualify for 
regulation under the Natural Gas Act? 

Mr. KuyKxenpauu. There is the hybrid, the pipeline company which 
is also a producer of natural gas. 

Mr. Yares. And for purposes of the list that you have there, these 
would be included as pipeline companies, is that correct ? 

Mr. KuyKEenpba.u. Yes, those companies are included here with other 
pipeline companies who are not producers. 

r. Yates. There are apparently 61 companies listed in this exhibit. 
There is also the notation “Cases pending December 31, 1954, 36.” 





129 


I assume, therefore, of the 61, all but 36 have been disposed of. Is 
that correct ¢ 

Mr. KuyKenpa.. All except 33 as of the minute, I believe. 

Mr. Smiru. All except 33 as of this time. 

Mr. KuyKkenpauu. There may be another 1 or 2 filed before we get 
back to the office for all we know. r 

Mr. Yares. Are all of these cases contested cases ? 

Mr. KuyKENDALL. Yes, notice of the increase, the rate filing is given, 
and all interested parties have an opportunity to intervene and to 
contest it, if they wish. 

Mr. Yates. ‘l'wenty-eight cases have been disposed of. Were they 
all with increases ? 

Mr. Kuyxenpbatu. I think there might have been 1 or 2 in there— 

es, there were, there were quite a number in there dismissed without 
increases. Tennessee Gas Transmission Co.—I wouldn’t know offhand 
how many. 
SUSPENDED RATE INCREASE CASES 


Mr. Yates. Were any of these companies allowed to put their in- 
creases in effect without suspension ? 

Mr. Kuyxenpatu. No. Those are all suspended rate cases. Of 
course, after the suspension period is over, they can place their rates 
into effect and collect the rates they file, subject to refund. 

Mr. Yates. The suspension period is any period up to 6 months, is 
it not, under the law ? 

Mr. KuyKenpauu. Up to5 months. 

Mr. Yates. Each of the rate schedules was suspended in the cases 
on this list ? 

Mr. KuyKEnDALL. Yes, I am sure that is true. 

Mr. Yates. Are there any companies who applied for natural gas 
rate increases whose rates were permitted to go into effect without 
suspension ¢ 

Mr. KuyKEnpatu. I don’t remember. We do let some of these pipe- 
line rates go in without suspension where it is a small rate, or a par- 
ticularly special rate, that appears to be satisfactory to us and to 
other parties concerned so I imagine there were some pipeline rates 
that went into effect without suspension but I am sure there were no 
big, overall rate increase cases that were not suspended. 

Mr. Yates. Was there a big suspension that went into effect on 
October 29% Something like $8 million, filed by Tennessee Gas, with- 
out having its rates suspended ? 

Mr. KuyKenpau. No, Tennessee’s rates were suspended. 

Mr. Yares. Was there a hearing on Tennessee’s rates ? 

Mr. KuyKenpatu. There has not been yet. 

Mr. Yates. Wasn’t that a case on which you dissented ? 

Mr. Kuyxenpatu. Yes, I believe I dissented. That case came 
ebout because of rate increases of Tennessee’s producers who sold the 
gas to Tennessee. 

Mr. Yares. First of all, what kind of company is Tennessee, a pipe- 
line company ? 

Mr. KuyKenpaty. Tennessee until the first of the year 1955 was 
purely a pipeline company. At that time it merged its subsidiary 
Tennessee Production Co., a gas and oil producer, into the parent. 

Mr. Yates. Is that company contained in the list here ? 
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Mr. Kuykenba... This list is as of when ? 

Mr. Yates. Between July 1 and December 31 so I assume it would 
be covered there. 

Mr. GatcHety, Item 52, Mr. Chairman. 

Mr. KuyKxenpauu. That would appear probably to be it. The filing 
date is November 3. 

Mr. Yares. Was there a hearing on that case ? 

Mr. Kuyxrenpaui. No. There will be but there has not been yet. 

a Yates. Are the rates in effect? The increased rates are in 
eifect ¢ 

Mr. Kuyxenpauu. They are in effect, under suspension. They are 
in effect, subject to refund. 

Mr. Yates. Will you explain for the record what you mean when 
you say the rates are in effect subject to refund. 

Mr. Kuyxernpatu. The suspension period expired and Tennessee 
then put the increased rates into effect and they are collecting them. 
Then, when the rate case is concluded, if the Commission holds that 
the rates that they have been collecting during that period are exces- 
sive, the company must refund the excessive amount. 

Mr. Yares. If the Commission so holds? 

Mr. Kuykenpbat.. Yes. 

Mr. Yates. You say there was no hearing on that case. When does 
the Commission hold such a hearing ? 

Mr. Kuykenpauu. Well, that is our trouble. We have all these 
backlogs. We have 33 of those cases in which to hold hearings and 
dispose of. That is one of these 33 cases that we now have pending, 
and in which we are yet to hold hearings, 

Mr. Yates. Of the pipeline cases ? 

Mr. KuykenpDau. Yes. 

Mr. Evins. I think the sooner the Commission can set this case down 
for hearing the better it will be for all parties concerned. 

Mr. Kuykenpnat. I certainly would agree with you but I have to 
agree with you on the other 32, that the same thing applies. 


ADEQUACY OF 1956 BUDGET 


Mr. Yates. The question coming up in my mind immediately is: I 
asked you whether you received enough money last year when you 
came before this committee and asked us for your funds; whether the 
funds approved permitted you to handle the functions of the Commis- 
sion in an efficient manner. You said you thought that you had sufli- 
cient money last year, except possibly for the impact of the Phillips 
decision. 

Mr. KuykeNpALL. We can’t control the volume of our work. As 
I pointed out, our estimates here for regulating independent producers 
are much more speculative than the other estimates because we have 
had experience over a period of time with pipeline companies. I 
would be happy to receive a larger appropriation and I am sure the 
whole Commission and its staff Sat We are trying to be just and 


fair about it and get that amount which we think will enable us to do 
a satisfactory job in the public interest. 

Mr. Yates. Mr. Chairman, may I say I agree with you in what your 
purposes are. The reason | asked the question last time was because 
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I wanted to know how much money you needed in order to do the 
kind of job that would protect the public interest. 


REQUEST FOR SUPPLEMENTAL APPROPRIATION FOR FISCAL 1955 


I have a copy of a statement you made on February 1, before the 
Committee on Interstate and Foreign Commerce, and on page 3 of 
that statement you say this, and I quote: 

Due to the impact of the Supreme Court decision in the Phillips Petroleum 
Co. ease and the failure of Congress to provide even the modest appropriation we 
requested for a small additional staff to handle the work which was inevitable 
under that decision, the Commission has attempted several practical measures 
to lighten to the independent producers the requirements imposed by Congress 
upon the natural-gas company. 


Did this committee eliminate your requested appropriation ? 

Mr. KuyKenpatt. No. 

Mr. Yates. Then will you explain the statement that you made to 
the Interstate and Foreign Commerce Committee ? 

Mr. Kuykenpati. We were before this committee I presume about 
this time of year, last year. We also subsequently appeared before 
the similar committee in the Senate. After our appearances before 
both of those subcommittees, the Phillips case was decided. Immedi- 
ately, we asked for a supplemental appropriation and the Bureau of 
the Budget cleared it and the White House cleared it. We appeared 
before the Senate Appropriations Subcommittee—we caught up with 
the last supplemental appropriation bill there, and I thought we had 
completely satisfied them and I expected that they would put that in 
the supplemental appropriation, but it did not get in, and we did not 
get the supplemental appropriation. This committee never had a 
chance to look at that. 

Mr. Yates. That was for the Phillips work, wasn’t it, the additional 
work made necessary by the Phillips decision ? 

Mr. Kuykenpatn. Yes. 


BACKLOG OF GAS RATE CASES 


Mr. Yares. None of the 33 cases that are pending by your pipeline 
companies relate to the Phillips decision, do they, and why haven't 
those cases been disposed of ? 

Mr. Kuykenbauu. Well, we disposed of 39 last fiscal year. 

Mr. Yates. How many of those cases were pending when you came 
to us last year? How many of the 39 that you disposed of ¢ 

Mr. KuykenpDAtu. Well, the major portion of them. 

Mr. Yates. It wasn’t just a disposition of 1 year, of the 39 cases in 
1 year. You had been considering those in previous years as well. 

Mr. KuyKkenpbatu. There is this about it: Temporarily at least we 
are in a little more favorable position. We had a number of very old, 
large, and complex cases which are now disposed of. These filings that 
we now have, as I think you can tell by looking at your list—I don’t 
believe any of them were filed prior to 1954—so you see we did reduce 
the backlog a little bit and did get rid of the oldest cases. 

Mr. Yares. As I remember our report last year—I know it was our 
intention, certainly—we intended to give you an extra amount of 
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money to get rid of your backlog. Isn’t that true, Mr. Phillips, or was 
it just applications for certificates? 

Mr. Kuyxenpaty. I think maybe you are thinking of the year 
before. I wasn’t here, then, but the Commission’s appropriation when 
I arrived here had been approved, I believe, by this committee, by the 
whole committee, for an increase over its previous year. Then this 
fiscal year, we were cut down. 

Mr. Yares. I thought we gave you last year sufficient funds to clean 
up a backlog and I assumed we were doing that. As a matter of fact, 
T think that is what led to my argument for an increased travel allow- 
ance on the floor, because I knew if we gave you additional funds 
with which to clean up a backlog, you would need additional travel 
money for your staff to go out into the field and make investigations. 

Mr. Kvuyenpati. We contemplate a 2-year program to catch up on 
the backlog. I don’t think it is possible, as I said before, to get the 
trained people so that you can do it all in 1 year. Those peopie are 
very scarce these days. 


PRIMARY AIM OF THE NATURAL GAS ACT 

















Mr. Yates. With respect to the 28 cases upon which decisions have 
already been rendered, must the findings in the orders of the Com- 
mission contain the finding that the rates that are approved are the 
lowest reasonable rates contemplated by the Natural Gas Act? 

Mr. Kuyxenpatu. No, I don’t believe so. 

Mr. Yates. Isn’t that the purpose of the Natural Gas Act? AsI 
remember the decision of the Supreme Court in the Phillips case, it 
reiterated as the purpose of the Natural Gas Act, the following, and 
I quote from the Court’s decision on page 685. 

Regulation of the sales in interstate commerce for resale made by so-called 
independent natural-gas producers is not essentially different from regulation 
of such sales when made by an affiliate of an interstate pipeline company. In 
both cases the rates charged may have a direct and substantial effect on the 
price paid by the ultimate consumers. “Protection of consumers against exploi- 
tation at the hands of natural-gas companies was the primary aim of the Nat- 
ural Gas Act.” 

I would think, therefore, that one of the findings of the Commis- 
sion would be on the question as to whether these are the lowest rates 
charged for protection of the public. 


DISPOSITION OF RATE-INCREASE CASES 


Mr. Kuykenpatu. We make a finding I believe that the rates are 
just and reasonable, which is what is required by section 4 of the Nat- 
ural Gas Act, the section which controls the suspended rate cases. 

Mr. Yates. Did the Commission suspend the requests for rate in- 
creases filed by each of the companies listed in the list that I showed 
vou before? 

Mr. KuyKeEenpDALL. Yes. 

Mr. Yates. They suspended all of them ? 

Mr. KuyKennatt. Yes. 

Mr. Yates. Are all of them suspended at the present time, except 
for those upon which you have entered final decision ? 

Mr. Kuykenpatu. They are suspended until the suspension period 
ends. Then, they may place in effect their higher rate that they have 
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tiled and collect that higher rate, until the Commission makes its final 
decision, and if the Commission determines that the rates they have 
been collecting, the new rates, are excessive, then they must refund the 
difference. 

Mr. Yates. How many of the 33 pending cases are in that category ? 
You said the Tennessee case was in that category as one. 

Mr. Kuykenpaui. Of those 33 cases, they all have been suspended. 
Some of them 

Mr. Yates. In some of them, suspension periods have gone by? 

Mr. KuyKenpDau. Yes. 

Mr. Yates. How many of those cases are there, where the suspension 
period has gone by ? 

Mr. Kuyxkenpatt. JI couldn’t tell you. 

Mr. Yates. Could Mr. Smith tell us? 

Mr. KuyxKenpa.t. At the first of this month we had several motions 
to put in new rates that had been suspended because the suspension 
period had ended. 

Mr. SmirH. I am sure the great majority of them are now in effect, 
under bond. 

Mr. Yates. How long has it been since—the Tennessee case, for ex- 
ample—the period of suspension in the Tennessee case terminated ? 

Mr. Kuyxenpau. I think that terminated December 15. 

Mr. Smrrn. Yes. 

Mr. Yates. Can you tell the committee what the date of termination 
was with respect to each of the other 33 ? 

Mr. Smirn. Yes. 

Mr. Yates. Mr. Chairman, I would like to have leave to put that 
list into the record. 

Mr. Tuomas. Very well. 

Mr. Smiru. I can’t refer to your list because that list refers to an- 
other period but for the 33 cases pending January 27, 1955, I have 
the information available for those 33. 

Mr. Yates. Is there any way of correlating the last list above men- 
tioned with the first list, inasmuch as some of these had more than one 
rate increase pending ¢ 

Mr. Smirx. You can’t correlate the one statement with the other 
because some of the increases in your list were withdrawn. To give an 
example, Tennessee Gas Transmission Co. came in for a large increase 
in rates. We made a staff investigation, then we had a conference with 
all parties and as a result of that, the rate increase was withdrawn. 
Tennessee sold directly or indirectly to nine other natural gas com- 
panies which had filed for increases and they withdrew their increases, 
too. 

Then Tennessee came back with another increase, the increase noted 
there as the November 3, 1954, increase, and most of the other com- 
panies came back again. I can give you information about all of those 
companies but I can’t correlate that with the list of cases which are 
now pending. 

Mr. Yates. Very well. 

Can you also furnish for the record in connection with the list you 
gave me, the amount allowed by decision of the Commission? The 
reason I say that is because the letter you gave me shows only the 
amount of increase requested. 
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— the Commission grant the full amount requested in each of the 
cases 

Mr. Smiru. In some cases the full increase has been granted, in 
most cases not. 

For the last fiscal year, the Commission allowed through settlement 
or through formal decision, about two-thirds of the requested increases, 

Mr. Kuyxenpauu. Total gross amount. 

Mr. Smiru. Total gross amount. About one-third of the total gross 
were disallowed. In some cases the full amount was allowed and in 
some cases 50 percent was allowed. On a weighted-average basis, one- 
third was disallowed. 

Mr. Yates. Is the information on this list correct, Mr. Smith? It 
says, 

The total amount requested of the companies is $193 million. There were 36 
cases pending on December 31, 1954. The amount of increase pending on December 
31, 1954, was $159,527,000. 

Therefore the increases of the companies other than the 36 must have 
been in the neighborhood of $35 million ¢ 

Mr. Smiru. That is the way it appears. When I give you the details 
I think I can reconcile it for you. 

(The matter referred to is as follows :) 
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LENGTH OF SUSPENSION OF RATE CASES 


Mr. Yates. With respect to the procedure the Commission now has 
to undertake in the 33 cases now pending, how long may it be? What 
has been the longest period that the Commission has permitted such 
a procedure to go on without having a hearing, that is, of letting the 
company charge these rates under bond? Has it been as long as a 
vear in any cases that you know of ? 

Mr. Kuyxenpaty. It has been longer than a year. I think the 
longest case we ever had extended over a period of 3 or 4 years. That 
was United Gas Pipeline Co., which was concluded last year. 

Mr. Yates. And United Gas Pipeline Co. in the case you just re- 
ferred to, was permitted to put its rates into effect under bond? 

Mr. KuYKEnDALL. Yes. 

Mr. Yates. For a period of 3 or 4 years? That was the procedure 
T was asking about. 

Mr. Kuykenpatyt. We don’t authorize it. They have a statutory 
right to do it. 

Mr. Smirn. The United Gas Pipeline case at first was an investiga- 
tion to determine if rates were excessive; it turned into a suspension 
case when they filed for an increase. The increase was not under sus- 
pension for that full period of time. 

The company filed for an increase in rates while we were investi- 
gating it. 

Mr. Yates. How long a period was it? 

Mr. Smrru. I am not sure. The case which is now pending—— 

Mr. Yates. Which case which is now pending ? 

Mr. Smirn. The United Gas Pipeline case. 

Mr. KuyKkenpbat. It isn’t pending now, except there is 1 little tag 
end of it involving 1 company. 

Mr. Yartrs. Let’s take the Tennessee case as anexample. We know 
that since December 15, that company has been permitted to charge 
increased rates under the bond procedure; is that right? 

Mr. KuyKkenpatu. That is right. 

Mr. Yates. That is a month and a half this has been in force and 
effect? What is the longest period that this procedure has been per- 
mitted to go along by the Commission without having a hearing and 
final disposition ? 

Mr. Smiru. The time varies from case to case. In the case of 
Tennessee, the rate went into effect under bond, December 15. It was 
just about a week ago we were able to get a staff to go down to 
Tennessee to start to work on that company because the staff was so 
busy that we just have to get them off one case before you can put 
them on another case. 

It will take our staff down there 4 or 5 months to make an investi- 
gation. 

We have found that there is no useful 

Mr. Yates. This investigation by your staff will take another 4 or 5 
months before it even undertakes hearings? 

Mr. Smurrx. That is right. Then the procedure will be for—well, 
Tennessee in the meantime may put on its direct case to get that out 
of the way. Then, we will come back and the usual situation is, when 
the hearing is called, someone requests the conference procedure. The 
staff studies are then made available to all parties—the State commis- 
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sions, the representatives of cities, the purchasers from the gas com- 
pany, and everyone present. Those exhibits are discussed and usually 
we arrive at a conclusion which is then put back on the record. A 
statement as to the conclusion and how it was arrived at so anyone 
may read it is put on the record. 

We have found it is utterly useless to have a conference before the 
staff studies are completed because the State commissions, the cities, 
and the interveners will not discuss the case unless they have the benefit 
of the staff investigation. 

Mr. Yates. So that the minimum amount of time for such proce- 
dure is usually 5 or 6 months. 

Mr. SmiTH. Sometimes in a few cases we have been able to conclude 
a case before it went into effect under bond. In some cases we have 
had a staff in the vicinity and we would put them on the case at once. 
The suspension period was 5 months and in that 5 months we have 
been able to dispose of a case now and then. But when we have a 
suspension case, we have to scratch every way, shape, and form to get 
someone to go on that case to get the essential facts that we need. We 
are cutting corners. 

Mr. Yates, Is this the essence of your testimony then, Mr. Smith, 
that you should have a period authorized by law longer than a 5-month 

eriod for suspension, or should have more employees? Which is 
better ? Suppose you had more employees, would you be able to take 
care of your cases within the 5-month period ? 

Mr. SmirnH. If we had enough, yes, but until we know more about 
what we are going to do with the independent producers, I don’t know 
that that would help too much. It might be helpful if in a case like 
Tennessee, which sells to a group of others, and every time Tennessee 
files we can expect to have nine other filings on top of it. If we could 
have a staff there at all times, we would be up to date on that company. 

Mr. Yates. How many dollars would you need ? 

Mr. SmirH. About a quarter of a million dollars more for rate work 
that we have asked for, I believe. 

Mr. Yates. Even if you had the money you couldn’t get the em- 
ployees ? 

Mr. Smirn. That is right. The Public Service Commission in New 
York does that very thing. They have men stationed at the offices of 
the big companies and under New York law the companies reimburse 
the Commission for the time of these men—they have them stationed 
at the telephone company’s office, the Consolidated Edison of New 
York and so forth. 

Mr. Yares. Isn’t that the purpose of the regional office ? 

Mr. Smiru. Our regional offices do not handle rate work. 

We have had rate men in the regional offices but we found it didn’t 
work. 

These rate cases do not break down according to geographical re- 
gions. We had men in the New York region working in Texas and 
vice versa because when a rate case came in we took the man who was 
available and assigned him to it. 


USE OF BONDS IN SUSPENDED RATE CASES 


Mr. Yates. I would assume that would be more efficient. 
In the case of the bonds, in what amount are they ? 
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Mr. Kuyxenpatu. It used to be about 10 percent and that was a 
corporate surety bond. 


r. Yates. Do you mean 10 percent of the increase? Ten percent 
of what? 


Mr. Smrru. Of the increase. 

Mr. Koyxenpatu. Of the increase. This was a sort of a token 
matter but nevertheless the company would have to pay the premium 
on that form of surety bond. 

Mr. Yares. This was paid by the users, ultimately ? 

Mr. Kuyxenpatt. Yes. Most of these companies are in sound finan- 
cial condition and are large concerns and we have changed the practice. 
The law does not require a bond but simply permitted us to require 
a bond, so ordinarily now we do not require a bond, we just have them 
sign an undertaking whereby they promise to refund whatever is re- 
quired to be refunded and we have had no difficulty. 

Mr. Yates. How many cases within the last 5 years has this pro- 
cedure resulted in a rebate to the consumer ? 

Mr. Smirn. In the great majority of the suspension cases a rebate 
was ordered. We have stated one-third of the increases was not al- 
lowed on the average. In effect, one-third which went into effect under 
bond, was refunded. 

Mr. Yares. Do the companies make a refund? 

Mr. Tuomas. One-third had to make refund? 

Mr. Kuyxenpatu. Of the gross number of all companies, one-third 
of the total amount of increases filed by all of them was ordered 
refunded. 

Mr. Krvx«enpatt. It didn’t go up as much as they asked it to go up. 

Mr. Tuomas. Do you know of any commodity on earth that has gone 
down in the last 5 years except one-third of those cases, there? 

Mr. Yates. It depends also on whether it is a commodity under 
regulation. 

r. SmiruH. These were rate-increase cases and one-third of the 
requested rate increase was not allowed. The full increase went into 
effect under bond. When the Commission made its final decision, they 
determined the increase requested was too much. : 

Mr. Yates. Then, they made a refund of the excessive portion of 
the increase. 

Mr. Smiru. That is correct. 

Mr. Yates. Have there been any cases in the last 5 years where the 
full amount of increases have been disbursed to the customer ? 

Mr. Smrru. Yes, I am sure of that. There is one case I know of, 
the Mississippi River Fuel case, where the full amount was disallowed 
by the Commission. 

Mr. Yates. Did it go to court? 

Mr. Smrru. It didn’t go to court. The company accepted the 
decision. R } 

Mr. Garcuett. We have been sustained in our court cases. The 
Commission has been upheld in 90 percent of our court cases. 


SECTION 5 INVESTIGATION 


Mr. Yates. What is the section 5 investigation ? 

Mr. KuyKenpatu. That is an investigation commenced on the Com- 
mission’s own motion, or on the complaint of some independent party 
to investigate rates that are in effect and not under suspension. 
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Mr. Yates. Does the Commission have power to prescribe retroactive 
rates under a section 5 investigation ? 
Mr. KuyKenpau. No, we can only prescribe rates prospectively. 
One of our legislative recommendations is that we be given authority 
to make reparations, which would be authority to require refunds 
retroactively. 
REFUNDS TO CONSUMERS 


Mr. Yates. How complicated is the procedure of making refunds 
to the consumers, as a result of this type of procedure that the Com- 
mission has undertaken now, or is permitting ? 

Mr. KuyKeEnpDA.L. It is not too difficult with the ones we deal with. 
Once it is determined what should be refunded, there is generally a 
relatively small number of people or customers who receive this refund. 
We have had some difficulty where the rates for that particular com- 
pany, maybe, were inadequate to support a refund. I think the main 
difficulty comes with the distributing companies when they get ready 
to make refunds. 

Mr. Yares. I was just getting ready to ask you about the people of 
Chicago. Peoples Gas Light & Coke Co, have just applied to the Illi- 
nois Commerce Commission for a rate increase which I think has been 
granted, as a result of increases to the pipeline companies furnishing 
gas to Peoples Gas Light & Coke Co. I think in the amount of $5 
million. 

This, I think, is covered in the letter that Mr. Fuquay sent me. 

On statement B of that letter is shown the companies which furnish 
gas to the city of Chicago, or the State of Illinois, and the status of 
those cases is shown. The amount requested is shown and the amount 
suspended is shown. 

Can you explain that exhibit for me, Mr. Smith, for the record, to 
show what increases were allowed and tell us whether or not those 
increases are subject to the same type of rebate that was present in the 
Tennessee case ? 

Mr. Smirn. Yes, sir, I can. 

Panhandle Eastern Pipeline Co. might be a good example, which 
requested $21,400,000. It was allowed $12,779,000 and disallowed 
$8,621,000. We are now working with Panhandle to get the refund 
straightened out. As a matter of fact, I believe the hearings have been 
completed on that to show how the refund should be made. 

Mr. Yates. How will that refund be made in terms of the ultimate 
gas user in the city of Chicago? 

Mr. SmirH. Sometimes it goes to the distributing companies and 
there have been cases where the courts have held that it must go beyond 
the distributing companies but these were cases where the court itself 
has impounded the increase. Ordinarily the amount goes to the dis- 
tribution companies but overwhelmingly I believe, it is the practice of 
the State commissions, today, in granting increases, based upon an 
increase in the pipeline rates, to require the distribution companies to 
agree to make a refund of any refund it gets, on consideration of al- 
lowing the increase to go into effect when they start paying the bill. 

Mr. Yares. Has there been a final determination by the Federal 
Power Commission, of the increases requested by Natural Gas Pipe- 
line of America, and Panhandle Eastern Pipe Line Co. ? 
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Mr. SmirH. Both companies now have cases pending before the 
Commission. There have been determination of cases in the past. 
Both companies, however, have cases pending before the Commission 
at the present time. 


BASIS FOR DETERMINING RATE INCREASES 


Mr. Yates. Were the increases granted to these ppmapenies predi- 
cated upon actual legitimate costs, or upon fair field value? 

Mr. Sirn. In the case of Natural Gas Pipeline, as to the increases 
which have been acted upon by the Commission, I believe cost was the 
basis claimed by the company and was the basis used by the Com- 
mission. 

In the Panhandle Pipeline case, the Commission allowed the market 
value or fields price of gas. Since then both Natural Gas Pipeline 
and the Panhandle have filed for further increases in rates in which 
the field-price method is set forth in the petitions. 

Mr. Yares. Is the allowance by the Commission of fair field price 
to the Panhandle Co. being appealed by any interested party? 

Mr. GarcHe.L. It is being appealed; yes, sir. 

Mr. Yates. By whom? 

Mr. Garcnety. It is now in the United States District Court for 
the District of Columbia. 

Mr. Yates. Who is appealing it ? 

Mr. Gatrcuety. The city of Detroit and the county of Wayne, Mich., 
and a number of others. 

Mr. Yates. The city of Chicago as well ? 

Mr. Garcuetu. I do not think so; no, sir. There are a number of 
interveners who have come into it. 


AUTHORITY TO SUSPEND RATE OF INDEPENDENT PRODUCER FOR NEW 
SERVICE 


Mr. Yates. This is the procedure that you have outlined with re- 
spect to the so-called pipeline companies. In response to a question 
by Mr. Thomas this morning, you stated that you were permitting 
the independent producer with one well, trying to get a certificate, to 
start operating at a certain rate, by telegram. Who is protecting 
the public interest in such cases ? 

Mr. Kuykenpatu. We feel that the public interest is amply pro- 
tected because we have no power to suspend or alter in any way his 
initial rate. If it is a brandnew rate for a new service, we cannot 
suspend it. 

Mr. Yates. Even if it isan unreasonable amount ? 

Mr. Kuykenpatu. Yes. 

Mr. Yates. Do you mean he can charge whatever he wants to charge 
and there is nothing can be done about it ? 

Mr. Kuyxenpatt. He can only charge what someone is willing to 
pay, of course. 

Mr. Yates. As I understand the spread in the Texas Panhandle 
there are some contracts calling for 7 cents and some calling for 20 
cents. Suppose this chap filed for 20 cents ? 

Mr. Kuykenpbatt. If it was a brandnew service we could not sus- 
pend it. 
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Mr. Yates. Is thisa situation in the law? 

Mr. KuyKenpba.u. I think that is a universal situation. 

Mr. Yates. In other words, the first tariff cannot be suspended ? 

Mr. GarcHety. That is right. 

Mr. Yates. Even if they are subject to regulation ? 

Mr. Gatrcreti. That means they cannot be suspended. 

Mr. Kuykenpatu. We can start an investigation. 

Mr. Yates. A section 5 investigation, do you mean ? 

Mr. KuyKeEnDALL. Yes. 

Mr. Yates. From your testimony this morning about the flood of 
these applications that are pending I think it is obvious that you don’t 
even know whether any of these rates are exorbitant or not, really, 
do you, because you haven’t opened that part of the mail. You have 
taken no action to suspend any of the rates yet, is that right ? 

Mr. KuyKeEnDALL. You were talking about certificates a minute ago 
and that is where most of the unopened mail has been, it has been for 
certificate applications. 

Mr. Yates. Are you required to approve an initial rate schedule at 
such time as an applicant requests a certificate ¢ 

Is that a part of the determination of the question as to whether you 
will grant a certificate ? 

Mr. KuyxKenpatt. I think it would be. I think we could refuse a 
certificate and before the Phillips case, a big consideration was, 
whether or not the price charged would permit a feasible operation. 
That is, can the product be marketed and will the enterprise pay out. 
Issuance of a certificate, or acceptance of a first initial rate filing would 
not of itself constitute approval of that rate, and we could always go 
in and start a section 5 investigation. 

Mr. Yates. You always could, except that you can’t when you have 
somany pending, can you ? 

Mr. KuyKEenDALL. That is the difficulty. 

Mr. Yates. You can’t even dispose of your pipeline companies, let 
alone the Phillips cases. 


ADDITIONAL PERSONNEL TO HANDLE PHILLIPS CASE 


How many more people will you need to take care of the Phillips 
work? Apparently the Bureau of the Budget is giving you 45 more 
people to take care of the Phillips work in addition to your present 
workload in connection with the pipeline companies, is that correct ? 
Do I interpret your budget correctly ? 

Mr. GarcHeti. That is correct. 

Mr. Yates. Can you dispose of the Phillips work with 45 people? 

Mr. Smirn. You have this problem, Mr. Congressman. The Com- 
mission has suspended 32 rate filings by independent producers—33 
were pipelines. We have 32 independent producers. ; 

Now, I personally feel it is going to be a year before the Commis- 
sion will know exactly what the standards are and how it is going to 
regulate producers. We are going to be faced with court decisions 
without doubt. There has to be a little period where you can gain 
experience. I don’t think we should run in with a large staff, dog 
this thing on a wholesale basis. I think we have to get some experience 
and some decisions. 
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JURISDICTION OF COMMISSION TO REGULATE INDEPENDENT PRODUCERS 


Mr. YATES. As I remember the position of the Power Commission 
prior to 1952 it was that they had jurisdiction to regulate the independ. 
ent producers, was it not? Prior to December 31, 1952? As I yp. 
member the purpose of the Kerr bill, it was to take the independent 
producer out from under the jurisdiction of the Commission. 

Mr. Gatcue.t. I believe the Commission has consistently since 1938 
held that independent producers were not subject to its jurisdiction, 
The Kerr bill was to make that interpretation affirmative so ther 
could be no question about it because the question was being raised, 

_ Mr. Yates. At no time did the Commission vote to take the jurisdic. 
tion of the independent producers ? 

_ Mr. Garcuety. There have been 11 cases presented to the Commis. 
sion where the question of jurisdiction over the independent producers 
has been directly raised and in each one of those cases the Commission 
has said they were not subject to its jurisdiction. 

Mr. Yates. When was this? 

Mr. Gatcuety. The first was in 1941, and from then on. 

Mr. Yates. Was there a change in the position of the Commission 
at the time that Commissioner Olds was the chairman ? 

Commissioner Smiru. There was at no time a change in the position 
of the Commission—meaning a majority of the Commission. There 
were es views held by different Commissioners and Mr. Olds 
changed his position, but Commissioner Olds’ view was not the view 
of the majority at any time after he took the position that our jurisdic- 
tion extended to independent producers. 

Mr. Yates. There was a3 to 2 vote, as I remember. 

Commissioner Smriru. I believe that is correct, at one point, sir. 


TENNESSEE GAS CO, CASE 


Mr. Yates. With respect to the Tennessee case, Mr. Chairman, | 
think you and another Commissioner dissented from the position taken 
by the Commission in allowing that rate to go into effect, is that cor- 
rect? That was a 3 to 2 vote. 

Mr. Kuyxenpaut. I think you are atlking about the rate of the 
producers who sold to Tennessee Gas. east 

Mr. Yares. I am talking about a decision Mr. Smith identified as 
case No. 52. Am I wrong in that? In which Tennessee case did you 
dissent? Maybe that is a better way to put it. Did you dissent in 
more than one? ; 

Mr. KuyKenpat. In the Tennessee case to which you refer, if I 
remember correctly, Judge Digby and I voted not to suspend Tennes- 
see’s rates at all, and the other three—— ; 

Mr. Yates. Do you mean you voted to permit them to go into effect! 

Mr. KvyKenDALL. Without suspension. 

Mr. Yares. And the other three thought the rates should be sus- 
pended ? 

Mr. KuyKkenpbatn. Yes. 

Mr. Yates. And Tennessee’s rates were not permitted to go into 
effect at that time ? a 

Mr. KuyKenpatt. No. The reason for my vote and Judge Digby's 
was that the producers’ rates which caused Tennessee to file its rates. 
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were not suspended and we split 3 to2 on that. I think Judge Digby 
and I did not agree on the producers’ rates but I felt that since the pro- 
ducers’ rates had gone into effect without suspension that the fairest 
thing we could do was to allow Tennessee to be treated the same way 
and pass along that same amount of expense without suspension, but 
the majority did not agree. 


BASIS OF RATE INCREASES 


Mr. Yates. With respect to the 33 cases still pending—wait a 
minute. 25 cases went into effect—28 cases you said went into effect 
out of the list of 63. 

Mr. KuyKenpaLu. Twenty-eight cases were disposed of. 

Mr. Yates. In how many of those cases was a disposition made on 
the basis of valuation predicated on fair field value rather than actual 
legitimate cost ? 

Mr. KuyKkenpnatt, I think the Panhandle case was the only one. 

Mr. Yares. In the remaining 33 cases how many are tending to 
seek increases on the basis of fair field value, rather than actual legiti- 
mate cost ¢ 

Mr. Kuyxenpatu. If I could see the list I might be able to pick 
them out. 

Cities Service Gas Co. has a case pending. 

Mr. Yates. For how much of an increase ? 

Mr. KuyKenDALL. Cities Service, Northern Natural, Panhandle— 
that is another case—Colorado Interstate, Natural Gas Pipeline Co. 
of America, Southern Natural Gas Co. 

Mr. Yates. Just those ? 

Mr. KuyKenpauu. Well, we have El Paso here. I presume they are 
asking for the field price in that. 

Mr. Yates. Will the decision of the Commission in cases granted 
upon fair field value be a precedent in the determination of these cases ? 

Mr. KuyKenpau. You are asking a difficult question because of the 
impact of the Phillips decision and you are raising in my opinion a 
very serious legal question. 

Mr. Yates. I don’t want to do anything that would embarrass the 
Commission in any respect. The reason for my question was that in 
previous cases—in previous years, up to the Panhandle Eastern case— 
and correct me if I am wrong—Panhandle Eastern had, on several 
occasions, both through the Commission and in the courts, requested 
increases in its rates, predicated upon its theory of fair field value. 
The Commission had resisted those on the theory that the test to be 
made was actually legitimate cost, and based upon actual legitimate 
cost, the increases should not be allowed. 

As I remember the history of those cases, the Supreme Court in 
each case affirmed the Commission. Am I correct on that ? 

Mr. KuyKenpatu. You are correct in that, I think—substantially 
correct. 

Mr. Yates. If I didn’t state it fairly, you can amplify. 

Mr. Kuykenpbaut. One thing I might add would be that although 
the Supreme Court affirmed that principle, 4 members of the Supreme 
Court dissented and said they did not think it could be done legally, 
and 1 other Justice said he thought it could be done legaily but he 
didn’t think it should be, and criticized it. That was Justice Jackson. 
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Mr. Yates. Insofar as majority opinions were concerned, my origi- 
nal suggestion was correct, am I correct ? ! 

Mr. Kuyxenpati. Of the Commission ? 

Mr. Yates. Of the. majority of the court. Of the Commission and 
the court in those cases. 

Mr. Kuykenpau. Yes, I think that is correct. 

We reversed the policy and said so very plainly in our opinion and 


gave our reasons why. : 
PROTECTION OF PUBLIC INTEREST IN INDEPENDENT PRODUCER CASES ut 

Mr. Yates. With respect to the independent producers, does the M 
Commission have any procedure at all, whereby agencies presumed to § lice! 
represent the public interest, such as municipalities, commissions, and y 
regulatory bodies and regulatory commissions, which might be inter- J the 
ested in the decisions of the Commission with respect to the rate to be \ 
charged by independent producers, are given notice of applications J the 
being filed and of hearings set down by the Commission, or action to 
be taken by the Commission ? 

Mr. Kuyxenpatt. We have had a very unsatisfactory condition 
there. Due to the fact that with a very great backlog of mail in our ) 
mail room, the Commission itself would not know about these rate @ ‘!® 
filings until just a few days before they went into effect. In other  &* 
words, they have to give us 30 days’ notice. It would take us almost 
20 days to find them and get a report on them from our staff. We have J 
just about caught up with the backlog in the mail room and we will @ ™ 
have set up, I think within a week or 10 days, a satisfactory procedure  " 
for giving notice to these interested parties you mentioned. 

Mr. Garcuery. There is ample notice given of hearings. You asked J ‘! 
about hearings. a 

Mr. Kvuyxenpatu. There has never been any problem there. th 

Mr. Yares. Is there any notice given to them of the fact this appli- bt 
cation has been filed for such and such a rate to be charged by an inde- 
pendent producer? They are not given such a notice at the present : 

s 


time, are they? 

Mr. Garcuey. That is right. 

Mr. KuyxKrnpati. We haven't been able to do it. We will be able 
to very shortly and we will do it. 

Mr. Yares. Can you do it on the foundation that you now have! 

Mr. KuyKenpatu. Yes. That will not be an expensive matter. 

Mr. Yates. Do you need additional funds at the present time to take 
care of the Phillips workload? 

Mr. Kuyxenpatu. Mr. Smith expressed some of my thoughts on 
this: If we knew exactly how to proceed and knew we could recruit 
a great number of qualified people, I am quite sure that I at least, and 


I believe the Commission, would be urging that we have a greater : 
amount of money. I dread to get in a situation where we would induce : 
Congress to give use a greater amount of money and then we wouldn't 
spend it and couldn’t spend it, and then we would get cut down the 


next year. Now, that is the sorry plight that we are in right now. 

We got an increase for the prior fiscal year and we hardly knew we 
had that increase until, in the course of budget making, it became 
quite apparent that we were probably going to get cut this year. It 
is most unsatisfactory. We had increased our staff some and we are 


running a deficit right now, with the knowledge and consent of the 
Bureau of the Budget. I don’t feel we can solve this problem in 1 year. 
We may have missed our guess on how much money we need and if 
Congress wants to give us more we will certainly try to spend it wisely 
todo this work. I am not willing to go out on a limb and say we have 
to have more money right now because, as I say, if we got it, maybe 
we couldn’t use it. 

Mr. Yates. If you don’t have it, you can’t do the work, can you? 

Mr. Securest. The budget summation before you now shows the 
supplemental as anticipated. 

Mr. Yares. For 1955? 

Mr. Securest. Yes; $70,000 for gas activities and $30,000 for 
licensed projects. 

Mr. Yates. As I recall, you asked the Senate for $300,000. Why 
the difference ? 

Mr. KuyKenpat. Because of the time lapse before we could receive 
the money this year. 


CONTRACT ESCALATION CLAUSES 


Mr. Yates. Many of the natural gas contracts provide for escalation 
clauses. What is the policy of the Commission with respect to such 
escalation clauses ? 

Mr. Kuykenpatu, Our policy is that each escalation is a rate in- 
crease. They have to file notice that they wish to put the increase 
into effect and then we assert the same right to pass on that and to 
suspend it or not to suspend it as we see fit. 

he industry argues, by and large, that those contracts, even though 
they have escalation provisions in them, on the whole contain a total 
amount of money that is to be paid over the life of them and that 
that is all one rate and that we cannot tamper with these escalations, 
but the majority of us disagree with that. 

Mr. Yates. How many of the gas rate increases that are listed in 
the list given to me by the Commission are predicated solely upon 
escalation clauses ? 

Mr. Kuykenpatu. On this list here? 

Mr. Yates. Yes. 

Mr. Kuykenpatt. I think increased cost of gas must be a factor in 
every one of those. Would you say that is right? 

Mr. Smirnu. In a great majority of them, increase in cost of gas, 
either by a producer or by the pipeline itself, to the companies listed, 
isa large factor. 

Mr. Yates. What you are saying, though, is that this increase may 
or may not be predicated on an escalation clause ; isn’t it? 

Mr. Smirn. That is right; some of them are based upon escalation 
clauses with the pipeline company being the producer, some are based 
upon new contracts for a larger supply of gas, and some are based on 
increased cost of facilities. 

_Mr. Yares. Are there any increases that are requested by the pipe- 
line companies which stem from escalation clauses that are not con- 
tained in that list ? 

Mr. Smiru. All the increases asked for during this period are shown 
on this list. That is from July 1, 1953, to December 31, 1954, except 
asto producers. Independent producers are not listed here. 
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Mr. Yates. With respect to escalation clauses, has the Commission 
taken a position with respect to whether it will or will not allow escala- 
tion clauses, except that you have taken a position resulting in ap 
increase, that you may or may not suspend them ? 

Do you have a general practice with respect to escalation clauses 
under which you just allow them to go into effect automatically 

Mr. Kuykenpauu. We have had a general practice in regard to 
State taxes, of the States of Louisiana and Texas. Those taxes were 
changed along in the fall and they were passed on by the producers 
to all the pipeline companies. We adopted a practice of letting thog 
all be passed on without any suspension and any investigation. 

Mr. Yates. Of course, I am not referring to those. I am referring 
to contract escalation clauses and my next question will deal with the 
favored-nation clauses, 

r. Kuykenpauu. The practice as to an escalation clause has been 
to examine it as best we can and use our judgment. We have had no 
policy of disallowing them all or allowing them all. 

Mr. Yates. Have the companies been coming in to you with their 
escalation clauses ? 

Mr. KUYKENDALL. Yes. 

Mr. Yates. How many such requests for increases predicated on 
escalation clauses have there been within the last 2 years? 

Mr. KuyKkenpatu. Well, of course, we have only had those in the 
last few months since the Phillips case. Prior to the Phillips decision 
I didn’t make and I don’t think the Commission or the staff ever at- 
tempted to count them. When a pipeline company was confronted 
with an increased cost of gas we accepted that as a fact of life and 
acted accordingly from there on. I wouldn’t be able to count the num- 
ber of escalation clauses that have been presented to us. 

Mr. Yates. Have you allowed the escalation clauses since June 7! 

Mr. KuyKenpatu. We have allowed some and disallowed some. 

Mr. Yates. How about the favored-nation clauses ? 

Mr. Kuykenpatu. The same is true of those. 

Mr. Yates. Is there any estimate of the amounts that are involved 
in those that somebody would furnish me? 

Mr. KuyKkenpatu. Involved in what? 

Mr. Yares. In the amount of escalation clauses that have been al- 
lowed and favored-nation clauses that have been allowed and disal- 
lowed. Do you have records on those ? 

Mr. KuyKkenpbatu. We couldn’t do that today. 

Mr. Yates. I just asked whether you have it available. 

Mr. Smiru. No, it is not available. 


DUTIES OF EXECUTIVE OFFICER 


Mr. Yares. With respect to the organization of the Commission, 
what is the difference in duties between the proposed executive officer 
and the Director of Administration ? 

Mr. Kuyxenpatu. The Director of Administration will supervise 
all of our housekeeping activities, including personnel, budget and 
fiscal, and all administrative services. 

The executive officer reports to the Chairman and performs his du- 
ties subject to the Chairman’s directions and the Commission’s overall 
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licies, including supervision of the—or control over the planning 
and direction of programs. The executive officer does all the things 
] was attempting to do beforehand, taking care of all the special situ- 
ations that are always arising and the study of all our administrative 
problems and securing solutions for them. 

Mr. Yates. Isn’t it the same thing that the Director of Administra- 
tion does ? 

Mr. KuyKENDALL. No, it is entirely different. 

Mr. Domers could probably explain it in better language than I 
could if you want to hear it. He is the technical man. 

Mr. Yates. I have a lot of respect for Mr. Domers and I would like 
tohear it. 

Mr. Domers. I don’t know how much I can add to the Chairman’s 
statement but as executive officer, my responsibility is the overall re- 
sponsibility for the management of the Federal Power Commission. 
That is the operations as well as the administrative functions, which, 
as the Chairman pointed out, is his responsibility under Reorganiza- 
tion Plan No. 9, I believe. It is obvious that he could not perform all 
of those functions. So they have been delegated to me. The Director 
of Administration is primarily responsible for the administrative 
services Within the agency. That would be personnel, budget, and 
fiscal, all of the housekeeping functions that go with running an 
agency. 

Mr Yates. Is yours the rating GS-17? 

Mr. Domers. That is right. 

Mr. Yates. Were you a grade 17 with GAO, too? 

Mr. Domers. No, I wasa 15. 

Mr. Yates. Does the Whitten rider apply in this case or not? 

Mr. Domers. Well, I have been a 15 for a number of years, frankly. 

Mr. Yates. What is the rating of the Director of Administration ? 

Mr. Domers. Fifteen. 

Mr. Yates. And where does that appear ? 

Mr. Domers. That does not appear on that chart because that posi- 
tion came into being just 2 or 3 weeks ago and that chart was prepared 
quite some time ago. 

Mr. Yates. I know of your capabilities with GAO. Do you have 
any special capabilities in the field of regulation encompassed by the 
Power Commission ? 

Mr. Domers. None whatsoever. I have never had any experience 
inthe regulatory field. 

Mr. Yates. Who is the Director of Administration ? 

Mr. Domers. Mr. Lindsay. 

Mr. Yates. What is his background ? 

Mr. Domers. He can best give it, himself. 

Mr. Lanpsay. About 9 years with the Department of Agriculture 
in organizational and methods work. Seven years with the Army 
engineers in that field and personnel and budgeting. 

Mr. Yates. What did you do with the Army engineers, personnel, 
personnel and budgeting ? 

Mr. Linpsay. That is right. In the last couple of years I have been 
working on the reorganization of the District of Columbia government. 
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Mr. Yates. What other features of the reorganization have there 
been? Has there been any switching of your top personnel as a result 
of the organization ? 

Mr. KuyKenpau. Yes, our Bureau of Accounts, Finance and Rates 
has been separated and the gas certificate work and the rate work has 
been put in a new bureau called Bureau of Rates and Gas Certificates, 
Mr. Car] Kallina, former head of the Division of Gas Certificates js 
Acting Chief of this Bureau, 

Mr. Yates. What experience did Mr. Kallina have with rates? 

Mr. Katina. I have been with the Commission for 14 years and 
for the first 5 years of my experience with the Commission I was in 
the Rate Division and did both rate and certificate work. Since 1946 
I have done certificate work exclusively but, of course, in the certificate 
work, you are exposed constantly to the rate problems that come up 
in the certificate applications. 

Mr. Yates. Isn’t there a distinction the Commission has been mak- 
ing before this Committee in its activities between certificate work and 
rate work? 

Mr. KuyKenpbatt. Yes. 

Mr. Yares. Then, why do you combine it into one group ? 

Mr. Domers. They have been in one group, Mr. Congressman. 

Mr. Yates. I thought Mr. Kallina was head of certificates and I 
assumed Mr. Smith was head of rates. 

Mr. KuyKenpatu. Mr. Smith was head of both and other things, 
too. 

Mr. Yates. They were together ? 

Mr. KuyKenpatu. That is right. 

Mr. Yates. Now, what happened to Mr. Smith in the shuffle? 

Mr. Kuyxenpatt. Mr. Smith is Chief Accountant and head of our 
accounting, finance and statistical work. I might add this, in case 
there is any misunderstanding, in deference to Mr. Smith, that he is 
not being kicked downstairs or upstairs, and he suggested, if not the 
identical plan, a similar plan, himself, many months ago. 

Mr. Yates. Is this status quo, or status quandary ? 

Mr. KvyKenpaty. Well, it is quo, I think. 

Mr. Yarrs. I have here copies of press releases by the Federal 
Power Commission. December 9, 1954, December 10, December 17, 
December 22, all ranging between December 9, epparently, and Feb- 
ruary 1, and all announcing that in some cases the Commission has 
suspended the rates of natural gas companies and in others it has 
allowed them to go into effect. 

Is there any system to the suspensions or to the allowances? Is 
there any method that you determine, “We shall suspend in one case, 
and we shall not suspend in another ?” 

Mr. Kuyxenpatn. There is no fixed system. The Commission sim- 
ply analyzed the information it had as to the price of the gas, whether 
it seemed to be low or high; the circumstances surrounding the in- 
crease, and so forth. 

NUMBER OF LICENSES ISSUED 


Mr. Puiuutrs. This morning, to clarify something in my mind, in 
answering the chairman, Mr. Thomas, he spoke of 210 licenses, and 
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then you spoke of 219, and then they were finally built up, I think, 
hy the counsel, to some 500. Do you know what I mean? Certificates, 
or licenses ¢ 

It wasn’t clear in my mind whether those were each one for a sepa- 
rate installation, a separate company, or whether some of those might 
be certification for an additional installation or something like that. 

Mr. Apams. I gave the figure of 669 as the total outstanding li- 
censes and permits. 

Mr. Puts. To what extent are the 669 separate installations or 
separate corporations or whether you choose to call them ¢ 

Mr. Apams. One company may account for several licenses. For 
instance, the Pacific Gas & Electric Co. has a considerable number. 

Mr. Puitups. Does each one of those require the same amount of 
effort and work on your part as if it were a completely new company ¢ 

Mr. Abas. Yes, sir. 

Mr. Puiurrs. None of the work previously done by the same cor- 
poration applies to the next application ? 

Mr. Apams. It does if it is in the same group. 

Mr. GaTOHELL, We require them to file a certificate of their incorpo- 
ration and things of that sort. Once that is done we pay no further 
attention to it. ‘That is a legal investigation. 


JURISDICTION OF THE COMMISSION 


Mr. Puiturs. You get your jurisdiction over hydroelectric power 
from the act? You get jurisdiction over steam power only if the lines 
cross State lines? 

Mr. Kuykenpauu. Yes. With regard to steam-generated electric- 
ity, our Jurisdiction is based purely on the commerce clause. 

Mr. GatcHeti. But it doesn’t cover the generating plant. 

Mr. KuyKenpauu. We don’t have jurisdiction over the plant itself. 
We don’t license the plant. 

Mr. Puiturrs. You get jurisdiction over Federal power only if that 
jurisdiction or power is given in the statute? 

Mr. KuyKenpatu. That is correct. 

Mr. Purturrs. In looking forward to the production of atomic-cre- 
ated power, you have jurisdiction only as it would apply, almost by 
request. That is, under the new act? Am | right? 

Mr. KuyKkenpatyi. We would have jurisdiction over electricity trans- 
ported in interstate commerce, even though it came from an atomic- 
energy generating station. 

Mr. Puiiurrs. Without respect to the act ? 

Mr. KuyKenpnatn. Yes. By virtue of the Federal Power Act. 

Mr. Puiturrs. Now, that is jurisdiction. Let me talk about your 
obligation. How do you interpret your obligation? You are required 
under the law to do certain things which are designated in the act and 
which are listed, beginning on page 43 of the preprint of the bill that I 
have here, and you have asked for $4,650,000 to carry out those func- 
tions for the next fiscal year. That according to you is just about the 
right amount, neither too much nor too little. 

_ Now, suppose this committee were to deny you the $2 million that 
is set up for one function—that would be gas—or to deny you any 
amount—I am just taking this out of the air. Would you feel that 
you would be required to spread the remaining money over the entire 
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field of your list of jurisdictional groups, or whatever you choose ty 
call them—obligations, I call them—or would you say that it woul 
then be necessary for you to eliminate your work entirely upon on 
function ? 

Mr. KuyKkenpau. I would say that we would have to use our admin. 
istrative discretion, and determine priorities and try to carry on the 
minimum, the absolutely essential activities, including, perhaps, sony 
of them with lower priority, but devote most of the funds to task 
that we decided had higher priority. 


POSSIBLE SHIFTING OF PERSONNEL TO REDUCE BACKLOG 


Mr. Puiurs. That being the case I think Chairman Thomas asked 
you a pertinent question regarding your ability to transfer personne 
from some function that is less urgent, less important at the moment, 
to some function that is more urgent? 

May I say that we do not ask you only this question. We ask it of 
several other agencies with even more insistence, but let me take on 
example: Mr. Smith, you have been promoted in a horizontal dire. 
tion as we gather from the chairman, neither up nor down, and you 
have, in your table of organization here roughly some 200 people. 

You have nearly 200 people, haven’t you, in the various bureaus, 
divisions, and so forth, under your direction ? 

Mr. Soirn. Yes, sir. 

Mr. Puiutrs. Don’t you think some of your 200 people could lx 
transferred to something very urgent, or immediate. 

Mr. Smirn. Those 200 people would do just what they have been 
doing, sir. They have been working on rate cases and certificate cases 
primarily. They will be under a different head. Some of thes 
people will be under my jurisdiction for accounting and fiscal and 
financial purposes. The ones working on rates and on certificates will 
still continue to do that work but they will report to Mr. Kallina. 

Mr. Tuomas. The answer is no, Mr. Phillips. 

Mr. Putures. I gathered that. How many of your personnel work 
on gas now, Mr. Smith? Mr. Kuykendall, rather, how many of the 
whole group work on gas? 

Mr. KuyKEnDALL. 308.79. 

Mr. Puriturres. That would mean about 320, I would say, as we cal: 
culate it here. We find it a little difficult to pay 79/100 of a person. 
The rest of him objects to being left out. 

You have four people working on what you call uniform accounting! 

Mr. SmirH. Yes, sir. 

Mr. Puutures. Don’t you think by now most of these utilities are 
required under the Internal Revenue Act, and every other pressure 
that is on them from an accounting standpoint, to have uniform ac- 
counting, without your helping them ? 

Mr. Smiru. The answer there is categorically “No.” The reason 
the 1935 act was passed was because of manipulations of accounting 
and finance. That was the primary purpose. We do have the accounts 
in pretty decent shape, now. So much so that those figures are accepted 
as face value and millions of dollars of securities are handled on that 
basis. 


We have now a bare policing force. To do anything less would be 
bad. 
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Mr. Puriuirs. You have probably a half dozen who are giving some 
time to 1t. 

Mr. Smiru. That is right. 

Mr. KuYKEenpDALL. This helps in our rate work, too. 


PRINTING AND REPRODUCTION 


Mr. Puitires. How much did you spend for publications last year? 
That is, in the current year. 

You are asking for printing and reproduction, $62,000 for next year, 
and you got $43,750 for the current year and you spent $59,000 the year 
before. 

Mr. Securest. That increase is for printing a volume of the Com- 
mission’s decisions and opinions that had to be omitted this year because 
we just didn’t have the money to do it with. 

Mr. Pures. You received last year from sales of publications, 
which went directly to the Treasury, about $37,000. 

Mr. Securest. I think that is true. 

Mr. Puitures. How much will you get back from $62,000? 

Mr. Securest. We will ouetiebiy get back between $35,000 and 
$40,000. 

Mr. Putiries. We don’t get back any more in proportion to the 
amount we give you for printing. 

Mr. Securest. They are not printed principally for sale although 
there is demand for them. They have to be compiled for Commission 
use, but are also bought for industry use, by investment bankers, and 
so forth. 

Mr. Puiiurps. I have had an objective for sometime on this com- 
mittee, to get witnesses to say the same thing in successive years. 

You testified last year, or somebody did for you, as I recall, that 
you were going to put your prices up so you would get more money 
and have less margin between the amount we gave you and the amount 
you got in. 

Mr. Securest. I think prices had been upped when we were here 
last year, Mr. Congressman, because I think we increased them before 
that time and as I remember, we increased them about 50 percent, on 
the average. 

Mr. Putiires. You do remember you testified to that effect. 

Mr. Secnrest. I said something about it. I don’t remember exactly 


what I said. 
USE OF COMMISSION’S STATISTICS AND INFORMATION 


Mr. Puruuies. It was somewhere in there, I remember very well, be- 
cause I had in mind you might get more money—it is a very small 
item, $65,000 out of $4 million, but nevertheless I sometimes wonder 
why we don’t charge for some of the things we do so liberally for peo- 
ple, which leads me to the next question that one of you gentlemen 
testified, that these industries come in and ask you for an investiga- 
tion of where they ought to locate their plants. 

Mr. Smiru. I didn’t quite say that. They use information we have. 
They come and look at our information. 

Mr. Putters. Without charge? 
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Mr. Smrrn. Oh, yes. We have a public reference room and they 
can get practically any information that we have on file. 

Mr. Puiutrs. You also testified that you did a lot of work for the 
Congress, for which I do not think the Congress should be asked to 
pay, but you also said you did a lot for the Council of Economic 
Advisers. 

Mr. Smirn. No, I said they use our statistics. 

Mr. Pritxtres. Why shouldn’t they pay you something for that? ]j 
creates a little different picture. They come to us any say, “Gentle. 
men, we operate for only $282,000 a year,” and then they go over to 
you and get you to do their work for nothing. 

Mr. Smiru. Our statistics are public information and they can look 
at them like anyone else can. 

Mr. Putiurres. How much should they pay you? 

Mr. Smiru. I don’t think they should pay for that. I think it is 
just like the labor statistics figures on cost of living. I think they 
compile that information and it can be used for anyone. It is valuable 
information. 


HOOVER COMMISSION RECOMMENDATION 


Mr. Puuutrs. Mr. Chairman, you said at one point in the testimony, 
today, that the Hoover Commission was about to come out with a 
report which, in its recommendations, affects your agency. Have you 
had a preview of that? 

Mr. Kuykenpatu. We have appeared before them and they are 
studying the question of water power and power development. [I for- 
got now just what question Chairman Thomas asked me but it re- 
minded me that they would be submitting a report which I thought 
bore on that particular question. I don’t think it is going to affect our 
appropriation, if that is what you mean. 

Mr. Purtiutrs. That is the question, of course, because here you 
made up this justification some months ago, you then changed yours 
internally, you take on an administrator, and now comes along the 
Hoover Commission. Are they going to make any further change 
which will affect your money demands for next year ? 

Mr. KuyKennatt. I just don’t know right now. 

Does anybody know when that report is due ? 

Mr. Apams. It is due along about May 1,I think. The task force 
is supposed to report to the main committee about the 1st of March. 

Mr. Puiiitpes. I think you should say definitely on the record 
whether or not you think—and I think you have done so—that there 
will be any change, because it would be rather pointless for us to act 
upon a budget today with the possibility that that budget might nec- 
essarily be changed in the course of 30 or 60 days. 

Mr. KuyKkenpatu. In reconsideration of what I said I think maybe 
the most. truthful answer that I can make would be to say that I 
really don’t know, because I don’t. 

Mr. Ostertac. Were your reorganization efforts made in anticipa- 
tion of the Hoover Commission recommendation ? 

Mr. KuyKenpatu. No; they were just made in an effort to improve 
our efficiency. 

Mr. Apams. As T understand, the Hoover Commission report will 
he written to the Congress and Congress may take the next step in 
the form of legislation, if it so desires, to carry out the receommenda- 
tions. 
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It will be a considerable length of time before anything could be 
done to affect the work of the Commission. 

Mr. Pumures. Nothing was said about the fact that about 37.5 per- 
cent of the income that you get from certificates that have to do with 
ublic lands in the States are subvented to the States. How much 
will that be for 1955 or 1956? 

Mr. Securest. Perhaps $35,000 to $38,000, and about 50 percent of 
that will go to the State of California, which received $17,876.79 in 
the fiscal year 1954. 

EXECUTIVE OFFICER 


Mr. Putures. I notice that very little was said about the fact that 
you have added to your organization a position now known as the 
veneral manager ; is that it ? 
~ Mr. Doers. No; executive officer. 

Mr. Puiures. Executive officer, occupied by Mr. Domers. I think 
this committee should look with favor upon it. You are the second 
agency in the last 2 years to enter into that field of administrative 
work. It has been successful in the other agency with which we are 
familiar and since we know Mr. Domers, we feel that you are going 
to be successful. We have high regard for Mr. Domers; all of us who 
know him, 

That concludes my question, Mr. Chairman, unless, Mr. Domers, 
you want to conclude the statement I interrupted. 

Mr. Domers. What I was saying a moment ago I think, Mr. Chair- 
man, is quite pertinent. We have nearly doubled our force in the rate 
work in order to take care of the avalanche of IP filings to the point 
where we think we can get out from under during the next week or so. 
We have taken them off of statistical work and almost every opera- 
tion we have. They are falling behind a bit in their other operations 
admittedly, but we’ve got to get this out of the way. 


PROPOSED LEGISLATION AFFECTING COMMITTEE JURISDICTION 


Mr. Puriures. I am not an expert on the gas business, at: all, but 
am I right in my understanding that a number of bills will be intro- 
duced in this session to take away this ratemaking authority from 
you 

Mr. Kuykenpauu. Yes; there is no doubt about that. 

Mr. Puiiiies. Suppose they pass? Won't that affect your budget? 
That means you will have $2 million that you won't be able to spend. 

Mr. Kuyxenpau. I think you have a decimal in the wrong place. 
It might be about $200,000. 

_Mr. Osrertrac, Mr. Chairman, earlier in your testimony you men- 
tioned the fact that you were short of members of the Lcatal aetsinaiom 
on your staff. For the record, would you indicate how they are chosen 
and what your problem is in enlisting legal men who are competent to 
do this job? 

_Mr. KuyxKenpatu. I can’t give you too much enlightenment because 
since I have been on the Commission we have hired hardly any lawyers 
and although we have lost a number—I think it runs 6 or 8 now in the 
last 6 months—we still have not hired any more and we won't be able 
to until we get our supplemental appropriation request approved. I 
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think we have good machinery set up now with Mr. Domers and Mr. 
Lindsay to do the recruiting. 

Mr. Ostertac. How are your lawyers handled? Are they under g 
civil-service system? | 

Mr. KouyKenpatu. I think we are free to pick someone who has jo 
civil-service status, if we think he is the man we want, and we cay 
hire him. 

The Civil Service Commission does not have examinations which 
they give to lawyers ini order to qualify them. 


INTERNATIONAL JOINT COMMISSION 


Mr. Osrertrac. Under activity 5 in your obligations, I note an item 
of $5,000 for the International Joint Commission, as compared with 
$9,280 for last year. 

Will you kindly enlighten us as to the nature of this reduction! 

Mr. Kuykenpaui. We have had and still have a rather highly paid 
man on the Commission’s staff, devoted to the work of the Interna- 
tional Joint Commission. 

Mr. Ostertac. Do you mean Mr. McWhorter ? 

Mr. KuyKenpaLi. Yes, we intend to change that and use someone 
already with our Commission to take on the additional duties. 

Mr. OstertaG. Your point is not clear tome. Are you designating 
someone else to take his place? 

Mr. Kuykenpa. I expect him to retire in the near future. 

Mr. Osrertac. He is officially appointed to the International Joint 
Commission, is he not? 

Mr. KuyKkenpaL. By the President, yes. 

Mr. Osrertac. Am i correct when I say that membership on the 
I. J. C. is not a salaried position ? 

Mr. Kuyxkenpbat. It is not a salaried job and he gets his entire 
salary from the Federal Power Commission. We feel that that is un- 
fair to the Commission to subsidize the International Joint Commis- 
sion to that extent. When Mr. McWhorter retires we think we can 
provide them with a member if the President chooses to appoint a 
member from our staff, at a cheaper amount and our member will take 
that on as an additional duty. 

Mr. Osrertac. Do you mean you will appoint a chief engineer to 
take his place at a salary some $4,000 less than what he is obtaining? 

Mr. KuyKeEnDALL. rh not appoint anyone to take his place but the 
President may, if he wishes, appoint someone from our staff to serve 
on the International Joint Commission as an additional duty. Or, if 
he wishes, he can find a member somewhere else. We will probably 
always have to provide some engineering advice to the Commission. 
We have done that from time immemorial, I guess. | 

Mr. Osrertac. I take it that the original appointment to member- 
ship on the Commission was based on the relationship of the Power 
Commission to the problems of the International Joint Commission. 
He is one of the United States members, as I undertand it. 

Mr. Kuyxenpatt. That’s right. f 

Mr. Osrertac. Unless there is some change in the Presidential 
thinking as to the importance of the relationship between these two 
agencies, I would assume someone from your Commission would be 
appropriately designated. 
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Mr. KUYKENDALL. I would think so. 

Mr. OsrertaG. On the International Joint Commission with the 
exception of the Chairman who is a paid officer, the members of the 
(Commission are representatives of other agencies and they obtain their 
salary through such agencies. For example, Mr. Weber, of the Corps 
of Engineers. 

Mr. KuyKEenDAtu. That’s true. 

Mr. OsterTaG. Aren’t you presumptious or at least jumping the gun 
o what the President might do on this thing, in assuming that the 
Power Commission will not be represented on this Commission ? 

Mr. KuyKENDALL. I don’t know that I am presumptious. I'll say 
this frankly, now that you have asked the question—and this situation 
as existed ever since I have been on the Commission and I presume 
itexisted for some time previously, that virtually the only duties which 
our Chief Engineer has had, has been his work on the International 
Joint Commission. I have not been able to utilize him in any other 
way. That is a situation as I say that existed long before I got here. 
I think that situation has to be corrected. I don’t think anyone draw- 
ing a rather large salary like that from the Federal Power Commission 
should be a person who isn’t rendering a lot of other service to the 
Commission in addition to taking on the duties of the member of the 
International Joint Commission. 

Consequently, it is my thought and the Commission’s thought that 
that should be changed and we should get some engineer in our agency 
who, if the President wishes to appoint him, could take on that wor 
just merely as an additional duty and still be very useful, almost full 
time, with the Commission. 

Mr. Osrertac. I am not disagreeing with your attempt to have 


people actively engaged in their work on a full-time basis, yet the point 
remains that until your member representative on the IJC, is compen- 
sated through other sources, it seems to me you are either forcing an 
issue, or taking advantage of that officer by forcing his retirement. 
Is your Chief Engineer automatically retired this year ? 

Mr. KuyKenba.u. He is way over the retirement age now. I think 
he is between 65 and 70. I think he could have retired some years ago. 


POWER DEVELOPMENT ON NIAGARA RIVER 


Mr. Osrertac. Mr. Chairman, I shall not labor the point further at 
this time; however, I am not satisfied as to the equity of this situation. 
Now I would like to inquire, Mr. Chairman, about the terms of the 
license issued to the New York Power Authority for the joint develop- 
ment with the Province of Ontario of the St. Lawrence River. 

Mr. KuyKENDALL. Yes. 

Mr. Osrertac. The Federal Power Commission in issuing that 
license, I assume, stipulated certain conditions under which such 
authority was granted. Will you for the benefit of the record, give us 
some indication as to what protection is afforded the property owners 
along Lake Ontario? Is there any stipulation or protection provided 
in the license issued to the Power Authority of New York State? — 

Mr. KuyKenDALL. I think Mr. Gatchell could answer that question 
more speedily than I could. 

Mr. Garcnenn. Yes, there was every protection that could be af- 
forded under the law. The Lake Ontario group, on the United States 
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side, those landowners along Lake Ontario, on the United States sid, 
was one of the groups that took the Commission into court in order ty 
protect their rights. The court dismissed their bill and denied thei 
petition to review and the Supreme Court affirmed the Commission, 

The license provides, as section 10 (c) of the Federal Power Ac 
says it must, that the licensee shall be liable for any damage to the 
property of others. The maintenance of the levels of Lake Ontario js 
not the responsibility of the Federal Power Commission. Lake Op. 
tario being an international boundary, the maintenance of lake levels 
is the respansibility of the International Joint Commission, and that 
is the agency—not the Federal Power Commission—which will de. 
termine to what elevation the water may be maintained. 

As the record presented before the Commission on the license appli- 
cation showed, it appeared that the high levels of the lake would be 
reduced but that the lake would be maintained at a higher level during 
what would ordinarily be low flow and thereby increase the value of 
the lake for summer purposes. 

Now, in the event there is damage to lake owners along Lake Ontario 
on the United States side, they have full right to sue the State of New 
York—the Power Authority of the State of New York as licensee, 
The liability is a matter for legal determination but every possible 
safeguard has been thrown around them that I know of that could 
be done under the law. 

Mr. Osterrac. In other words, the safeguards have been established 
in the policy of hydroelectric development and the responsibility for 
the protection of the rights of the citizens whose property may be 
damaged has been delegated to the International Joint Commission. 

Mr. Gatcuett. They are the ones who determine the elevation of 
the lake, and that, of course, is the primary determination which will 
effect the lake levels and, therefore, the injury or damage which may 
result. 

Mr. Ostertac. Would you say in the issuing of the license to the 
New York State Power Authority, that an aggrieved property owner 
would have a right to bring action in a court in the State of New 
York, or in a United States court, against the power authority, or the 
State of New York? 

Mr. Garcuetx. I don’t think myself there is any question about it. 
We went into that thoroughly before the license was issued. We had 
it debated in the court cases where there were two appearances, first 
in the court of appeals and in the Supreme Court, and my personal 
view is that they do have that right. But, Congressman, that is not 
the determining factor. I may sue pretty nearly anybody. The 
question of whether I can recover is an entirely different thing. The 
Commission has done this, which I think is the proper way to ap- 
proach it. It has attempted to see, so far as it can in the provisions 
of the license, that the licensee, itself, shall not be given an unlimited 
right to effect those upper-lake levels. That is as far as the license 
can go, I think. 

Mr. Ostertrac. Supposing the International Joint Commission fails 
to provide the necessary determination of what’s right and wrong, 
so that the people of the United States have no means by which they 
can determine the degree to which they have been damaged and, there- 
fore, there is no way of taking the matter to court. 
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Going back to the original license issued by the FPC do you take 
jurisdiction, or do you require some action on the part of someone 
else so that eventually proper action is taken to protect the rights of 
the people? 

the point remains that you have granted the license with certain 
stipulated conditions ? 

Mr. Garcne.u. I think they have two avenues of recourse. The 
first, of course, is that they can come to the Federal Power Commis- 
sion to determine if there is anything within the knowledge of the 
Federal Power Commission that may bear upon the liability of the 
power authority, and the second thing is that they may go to court, 
either without coming to the Commission, or after a Commission 
determination. But, there, again, I point out to you that the question 
of the liability is one that is not at all bound by the forum in which 
they may appear. The forum is one thing and it has been provided 
and I think we can do little more than that. 

The International Joint Commission and the Federal Power Com- 
mission have done everything they can to insure that there will not 
be damage. It was alleged there had been damage in preceding 
year due to the gut dam which was removed, as you know. Whether 
that damage was due to the dam or was not, is a very, very difficult 
question. It calls for a considerable study and I know of no way for 
the lake owners to be fully protected until that study is made. 

Now, who should make it? Must they do it in order to bring 
their action against somebody or other, before the licensed project 
goes into operation? And, then, after the project goes into opera- 
tion, who should make the study ? 

Mr. Osrertac. For the very reason that you say that the gut dam 
authorized by the Secretary of the Army, many, many years ago, 
before IJC became a reality, the authorization to build that dam 
was granted, predicated in certain conditions and the conditions were 
among other things that Canada would be responsible for any dam- 
ages. Yet, American citizens, today, have found no way or no place 
through which they can recover damages. They have, therefore, 
very good reasons for being disturbed over these matters, which are 
not clearly determined before the power development takes place. 

No one insofar as I am aware is opposing the development of the 
power. The disturbing factor is the lack of machinery whereby 
these matters can be adjudicated, bearing in mind that these com- 
plex problems are international in character. 

Mr. Garcuentn. That’s why I addressed myself to the two things: 
The situation prior to the license and after the gut dam is removed 
is very Important to the people in the United States because they 
have been in the difficulty of lacking a forum to which they could 
go to secure their rights and get the damages they are entitled to. 

The forum now is provided under the Federal Power Act, insofar 
as the obligation may arise by anything that the licensee does. The 
forum is provided. I have discussed this with their attorneys and 
our staff made a very thorough study of it before the license was 
issued by the Commission, and, of course, in court. I think they have 
the forum. 
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Mr. Osterrae. Is it your opinion that an appropriate solution or 
machinery for determination of responsibility will be found befor 
the project is completed ? 

Mr. Gatcueu. I don’t mean to pass the buck, but seriously I think 
the damage to those lakeshore people has served a very useful pur. 
pose, of causing a reexamination of method of operation No. 5, of 
the joint seaway and power development up there, so that the Inter. 
national Joint Commission may come out with some practical method 
that will prevent any damage, because that is the real remedy. Not 
to provide a forum, but to prevent the damage in the future. 

Mr. Osrerrac. I notice you say, “They may.” 

Mr. Garcueti. We can’t control them, of course. 

Mr. Osrerrac. I know you can’t, but suppose they fail to act, then 
we are confronted with a very bad and unfair situation. 

Mr. Garcue.yt. No, you are not. That is why I say the Federal 
Power Act is the very thing that those lake owners up there need, 
because it does provide the forum, and if they come to the Federal 
Power Commission and the Commission has the funds, they go and 
make the study that has to be made to determine whether the liability 
arises by reason of the operation of the licensed project. That is one 
function that we have definitely under the Power Act. 

Mr. Osrerrac. Do you people have any jurisdiction over the rate 
of this power development? 

Mr. GarcuetL, The State of New York is the agency which provides 
for the disposition of the power from that project. Sections 19 and 2 
of the Federal Power Act, which authorize the Commission to regulate 
the rates of a licensee, does not give rate-fixing authority where there 
is an agency of the State that can fix the rates. Therefore we have 
no control over the rates by any State agency. 

Mr. Osrerrac. I take it from what you say that there will not be 
interstate distribution of power? 

Mr. Garcueitt. The Commission provided in article 28 of the license 
that there must be a fair allocation of the power made available to 
other States. The States of Vermont, New Hampshire, and Massa- 
chusetts, therefore, are very much in it. 

Mr. Osrertac. Then you permit the State of New York to regulate 
the rates for other States? 

Mr. Gatcueti. No. In the event there is this—if the power is 
delivered out of State and the interstate sale rate is in question, then 
I don’t see how the State of New York can fix that rate. It must be 
done by the Federal Power Commission if the States do not agree. 

Mr. Osrertac. In regard to the question of liability, does the Power 
Commission require the New York State Power Authority to capi- 
talize, or issue bonds, or be prepared to meet any indemnity that might 
develop? Does the license make provision which requires financial 
responsibility to meet claims for damage. 

Mr. Gatcuett. The authority is constructing this under a State law 
which already carries that obligation. The Federal Power Act does 
not impose an additional obligation upon it. 

Section 10(c) of the Federal Power Act places a statutory respon- 
sibility upon the licensee to be responsible and I would think anybody 
would be able to recover because this is going to cost the State of New 
York somewhere around $300 million or more and I doubt if the whole 
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southern shore of Lake Ontario will be damaged to that extent so I 
think they are amply protected. 

Mr. Osrertaa. Is the credit of the whole State behind the authority ¢ 

Mr. GatcHetu. No, sir; it is not. It is limited to the revenues from 
the project, itself. However the constitution of New York provides 
that the property of the State of New York may not bealienated from 
the State so therefore they have to limit themselves just to this par- 
ticular project. 

Mr. Tuomas. Gentlemen, we thank you very much. 

One further question, if I may. How many of your top people have 
been removed from civil-service classification and put in category 
A, B, C, or X, Y, Z, or whatever you want to call it? 

Mr. GatcHe.u. The lawyers are all in that. 

Mr. Tuomas. They always have been, haven’t they ? 

Mr. GATCHELL. Yes. 

Mr. KuyKeEnpDALL. Willard, you are schedule C, but you always were, 
weren’t you ? 

Mr. GarcuHety. Yes. 


BACKGROUND OF COMMISSIONER STUECK 


Mr. Tuomas. I wondered if the new distinguished Commissioner 
would give us a short sketch of your background to put in the record. 

Will you do that for us? Just supply that for the record. 

Mr. Srurecx. My name is Fred Stueck. I have been a licensed 
practitioner of law for the last 25 years. Prior to coming to the 
Federal Power Commission I was chairman of the State of Missouri 
Public Services Commission which regulates not only gas and electric 
utilities but transportation, communications, and securities issued by 
utilities, as well. 

Mr. Tuomas. Thank you, Judge, we confirm you. 

(The following information was submitted at the request of the 
committee for insertion in the record :) 


AVERAGE NUMBER OF EMPLOYEES 


Average number of employees, Federal Power Commission, fiscal years 1946-56 


ee ee 687 DO eo sila re 0 he 5 ae 716 
16. ee ee 786 eG eer ee eae 662 
I are aah cicden estas deans: 783 a a ca 659 
1940 Wee er et pe ceeecs 817 1955 (estimate) .......______ 637 
THUG. cecal eee es eee 761 4000" Contimate? =... 702 
NOG) scorer cos cee 738 
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FEDERAL TRADE COMMISSION 


WITNESSES 

EDWARD F. HOWREY, CHAIRMAN 
ROBERT T. SECREST, COMMISSIONER 
ALEX. AKERMAN, JR., EXECUTIVE DIRECTOR 
ROBERT M. PARRISH, SECRETARY 
DAVID C. MURCHISON, SPECIAL ASSISTANT TO THE CHAIRMAN 
WILLIAM P. GLENDENING, JR., CHIEF, DIVISION OF BUDGET AND 

FINANCE 
EARL W. KINTNER, GENERAL COUNSEL 
JOSEPH E. SHEEHY, DIRECTOR, BUREAU OF LITIGATION 
HARRY A. BABCOCK, DIRECTOR, BUREAU OF INVESTIGATION 
CHARLES E. GRANDEY, DIRECTOR, BUREAU OF CONSULTATION 
WILLIAM LEVIN, ACTING DIRECTOR, BUREAU OF ECONOMICS 


SALARIES AND EXPENSES 


Amounts available for obligation 


(Balances for June 30, 1954, are as certified under sec. 1311, Public Law 663) 








1954 actual | 1955 estimate | 1956 estimate 
Appropriation or estimate __-.-..--.----- neppedentheons Agel $4, 053, 800 $4, 045, $4, 300, 000 
Unobligated balance, estimated savings-_.......-.-.--.-------- ved i bee bah Bectiesctecdeh 








Cidiiabinnis teh: =. oS 4, 045, 966 4, 045, 000 | 4, 300, 000 


Obligations by activities 














Description 1954 actual | 1955 estimate | 1956 estimate 
1. Antimonopoly: 
Investigation and litigation - -.......-.-- Sebelmedhadtee $1, 545, 397 $1, 584, 450 $1, 712, 750 
Economic and financial reports_-........-.-..---------- 326, 487 249, 000 377, 700 
2. Deceptive practices: 
Investigation and litigation - -...................-.....- 1, 039, 549 954, 650 977, 150 
Trade practice conferences and small business- --------- 218, 951 287, 350 293, 400 
Wool, fur, and flammable fabrics enforcement. ---.-.- as 268, 368 274, 700 276, 400 
Lanham Act and insurance - ----- RE Gib nn hare pli 34, 103 59, 850 33, 300 
3. Executive direction and management----....-..--..---- jell 363, 256 355, 950 350, 900 
G,' SHRUOMAIGRI 5 5 ose i ceric cchcivanccscitcopadecddnasenece 249, 855 279, 050 278, 400 
CRRA DRNNTOG 0g ski cittcnnieciin tnt Gi nachna tokens 4, 045, 966 4, 045, 000 4, 300, 000 
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Obligations by objects 





Object classification | 1954 actual | 1955estimate | 1956 estimate 








Total number of permanent positions__..........-.--..-.---- 648 | 610 654 
Average number of all employees. ----..--.-.------------ 601 | 599 | 640 


Number of employees at ond of year. -.........--- ‘ 596 597 645 
= | S OE — — 


Average salaries and grades: 
General schedule grades: 



















De ass pl $6, 100 | $6, 132 | $6, 025 
Average grade____.____--- hh ehatibala g atbadailel GS-8.8 | GS-8.8 | GS-8.7 
Ungraded positions: Average salary_...._.-.--- | $4, 819 | $4, 889 $4, 889 
01 Personal services: | 
Permanent positions... ____--- : hk | $3,735,423 | $3,701,253 | $3, 905, 448 
Regular pay in excess of 52-week base... .-.-.-.-.---- 13, 694 13, 947 | 14, 752 
Payment above basic rates__._...-.-- spiel. 14, 395 10, 000 | 15, 000 
* ease a iS aceae 
Total personal services_--_-_-- phn ale te oes es 3, 763, 512 | 3, 725, 200 | 3, 935, 200 
0) ORE. «ose chs oiestcaen shvaleaah sighlie neahes | 120, 906 144, 250 75, 000 
03 Transpostetion of things. ...........-.....<s..-.-.. | 545 5, 000 | 5, 000 
(4 Communication services-------.---- ar aean Gade 46, 692 50, 000 | 60, 000 
05 Rents and utility services_._.......-.------- ah 13, 438 | 24, 550 | 19, 550 
06 Printing and reproduction --.---.....-.--.--.-.----- --------| 10, 644 | 15, 000 | 15, 000 
07 Other contractual services -- ---- See aeekeea 26, 801 | 30, 500 | 32, 000 
Services performed by other agencies... ......-..----.| 13, 849 | 12, 500 | 15, 000 
08 Supplies and materials_._.........------ s 41, 542 35, 000 38, 250 
Pee: LE ee ee eee Sa GSaleaaeaeka 7, 950 | 3, 000 | 5, 009 
13 Refunds, awards, and indemnities_-______----- cwaweven a beaael 
Obligations incurred_....................-.-.- ee | 4, 045, 966 4, 045, 000 4, 300, 000 








Analysis of expenditures 


(Balances for Junej30, 1954, are as certified under sec. 1311, Public Law 663) 


1954 actual | 1955 estimate | 1956 estimate 








Obligated balance brought forward__......-----.-- ly $310, 190 $169, 861 $163, 740 
Adjustment in obligations of prior years__----.----- | 8, 484 |.__- ace 
Obligations incurred during the year_--_--.----------- ; 4, 045, 966 | 4, 045, 000 4, 300, 000 
4,364,640 | 4,214, 861 | 4, 463, 740 
Obligated balance carried forward_._-_....---.----- --------| 169,861 | — —163, 740 | — 188, 740 
Total canmditeresss . io easel nd 4, 194,779 | 4,051,121 | 4, 275, 000 
Expenditures are distributed as follows: Pits. ae 
Out of current authorizations ---~-.-...-------- . 3, 891, 589 | 3, 881, 260 | 4, 111, 260 
Out of prior authorizations _---_-__- aRubkee a 303, 190 169, 861 163, 740 


Allocations Received From Other Appropriation Accounts 


Note.—Obligations incurred under allocations from other appropriations are shown in the schedules of 
the parent appropriation as follows: ‘‘Expenses of management improvement, Executive.” 


Mr. Tuomas. Gentlemen, will the committee please come to order. 
We have the pleasure of having the Federal Trade Commission with 
us this morning. It is nice to have with us the very able Chairman, 
Mr. Howrey; our distinguished former colleague, Commissioner Se- 
crest; Mr. Akerman, the Executive Director; Mr. Parrish, the Secre- 
tary,and Mr. Murchison, special assistant to the Chairman; Mr. Glen- 
dening, Chief of the Division of Budget and Finance; Mr. Kitner, the 
General Counsel; Mr. Sheehy, Director of the Bureau of Litigation ; 
Mr. Babcock, Director of the Bureau of Investigation; Mr. Grandey, 
Director of the Bureau of Consultation and Mr. Levin, Acting Diree- 
tor of the Bureau of Economics. Where is Mr. Edwards? He used 
to be the Director. 

Mr. Howrey. He is a professor at the University of Virginia. 

Mr. Tuomas. When did he leave the Commission ? 
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Mr. Howrey. He left the Commission on a leave of absence a year 
ago last September, and lectured at Cambridge University in England. 
He came back and left the Federal Trade Commission and is now at 
the University of Virginia. 

Mr. Tuomas. How long has he been away from the Federal Trade 
Commission ? 

Mr. Howrey. He has been away from the Commission about a year 
ago last September. 

“Mr. THoas. Officially he has been separated how long? 

Mr. Howrey. Officially since July of this year. 

Mr. Tuomas. He is now down at the University of Virginia? 

Mr. Howrey. Yes, sir. He is professor of economics there. I do 
not know what his actual title is. 


GENERAL STATEMENT 


Mr. Tuomas. Mr. Chairman, do you have a statement for us? If 
you do, we will be glad to hear you. I have read the letter signed by 
you in the beginning of your justification. It is quite full and com- 
plete and very interesting. 

Mr. Howrey. I have a statement. However, it is a summary of the 
letter. In fact, it is in large part a duplication. First, if I may, I 
should like to point out in the very first paragraph of the letter there 
is a typographical error, “$225,000” should read “$255,000.” 

Mr. Tuomas. You ought not to make those. It might cost you 
$30,000. 

Mr. Howrey. That is what I was afraid of. 

Mr. THomas. We never like to catch those out loud. 

Mr. Howrey. Mr. Chairman and members of the committee, the 
total amount requested by the Federal Trade Commission for the 
next fiscal year is $4,300,000 which is $255,000 more than last year’s 
appropriation. The added funds are requested to broaden the Com- 
mission’s financial reporting program and to add younger attorneys 
and economists to our staff to enable us more adequately to perform 
our statutory duties. 


AREA OF ACCOMPLISHMENTS 


Last year we listed several areas in which the Commission pro- 
posed to expand or improve its program. Before detailing this year’s 
— I should like, if I may, to state very briefly what has been 
done: 

1. Additional funds were requested last year for the financial re- 
porting program. When they were not granted, no changes were 
made in that program. 

2. Your report last year specifically denied funds for the Office 
of Economic and Marketing Advisor. This office has not been estab- 
ished. 

3. The Commission has commenced enforcement of the Flammable 
Fabrics Act through integration of the work with the Wool and Fur 
Products Labeling Acts Administration. Rules have been promul- 
gated under that act, following numerous meetings and conferences 
with textile industry representatives. 
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4, A Small Business Division was set up in the Bureau of Consulta- 
tion on July 1, 1954. It has been well received and is doing a most 
effective and much-needed job of making our services readily avail- 
able to the small businessman. 

5. Considerable progress has been made in our program to deter- 
mine the status of compliance with the outstanding 4,500 cease-and- 
desist orders and 8,300 stipulations. 

6. During the past years closer cooperation has been etfected be- 
tween the lawyers and the economists of the Commission. Marketing 
data is being presented to economists and statisticians for evaluation 
at all stages of Commission cases. 

The Commission has brought the first three cases under the new sec- 
tion 7 of the Clayton Act (the new antimerger section), and Commis- 
sion economists and statisticians have been in the forefront in the 
collection and analysis of data to determine the probable effect of such 
mergers on competition and their tendency toward monopoly. 

At the same time, the Commission in its decisions under sections 
2 (a), 3 and 7 of the Clayton Act has weighed and defined the types 
and quantity of marketing data necessary. In these areas, the Com- 
mission, In my opinion, has taken great strides toward achieving the 
original congressional purpose. 

7. Substantial progress has been made in accelerating the handling 
of cases. Delays incident to such enforcement have been the Commis- 
sion’s greatest problem. 

In an effort to alleviate this situation, an intensive management sur- 
vey was secured through arrangement with the Bureau of the Budget. 
On July 1, 1954, the organization and procedures recommended by 
this survey were installed in the Commission. Details of the reorgani- 
zation are set forth on page 3 of the budget submission. 


RESULTS OF REORGANIZATION 


Although the Commission is continuing studies in connection with 
the reorganization, many benefits have already become apparent. 

One of the major recommendations was the delegation from the 
Commission to the staff of much of its responsibility in informal mat- 
ters in order that it might devote its full attention to its responsibility 
in connection with litigated cases. An example of the progress 
achieved relates to the speed with which litigated matters are being 
decided by the Commission. On April 1, 1953, when I assumed the 
chairmanship, there were 42 formal cases pending before the Com- 
mission for decision which had been assigned to individual Commis- 
sioners for 30 days or more. Of these, only 10 had been assigned in 
1953, 27 in 1952 and 5 had not been acted upon since 1951, 3 since 
January 5 of that year. In contrast, on December 31, 1954, only 9 
cases had not been acted upon for more than 30 days and, with only 
2 exceptions, all had been assigned during or after September 1954. 

In other words, we brought our formal docket up to date which, if 
I may say so, is almost the first time this Commission has been current 
with our cases in history. 

Along with these procedures, there has been installed an accounting 
system similar to that used in large private law offices whereby the 
Commission is able to determine the actual time devoted to any par- 
ticular function of legal activity. 
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These procedures have also furnished the Commission for the firs 
time in its history with an accurate tabulation of its investigations 
and cases. At the same time, the number of record rooms and indices 
maintained has been reduced which has enabled the Commission ty 
improve its productive services. 

I might enlarge on that briefly. One of the reasons we worked on 
the undue delay problem was that a staff lawyer or a staff economist 
could take the little green buck slip which we have and buck the cay 
to somebody else. 

When you called and asked him what was holding it up, he would 
say : “It is not in my hands, it is down in another division.” 

Mr. Tuomas. All right. What is your other duities? It is rates 

Now when a case comes in, it is assigned to one man called a project 
attorney. He is required to follow the case at all times through the 
investigation, through the litigation, and is responsible for it. He 
can never say, “Well, I am not responsible. It is in someone else’s 
hands.” He has absolute responsibility for the case during the entire 
time, and is responsible for any delay. He, of course, does not do all 
the work. He calls in an investigator or an accountant or lawyer or 
whatever is needed. 


ANTIMONOPOLY AND DECEPTIVE PRACTICES WORK 


These figures do not represent a decrease in Commission productir- 
ity. During the first 6 months of fiscal 1955, 42 complaints were 
issued in deceptive-practice cases—a figure well above the average 
for the last 5 years; the 10 complaints in the antimonopoly field were 
the second high for the same period. 

T have some figures which I would like to put in the record which 
are not in that letter. It is a table which I will give the reporter, if 
it is agreeable to the chairman. The table shows that during the 
fiscal year 1954 the Commission issued more antimonopoly complaints 
than at any time in the last 4 fiscal years and issued more antimonopoly 
orders than in any other fiscal year during the past 4 years, and 
issued more deceptive-practice complaints but not more orders. 

Mr. Yares. Do those figures show when the cases originated? You 
say, the figures show the dates the order was entered. 

Mr. Howrey. The date the complaints were issued and the date the 
orders were entered. It deals with both complaints and orders. 

I think if you will permit, Mr. Chairman, if I could have that 
table go in, it would help. 

Mr. THomas. Yes. 

(The table follows :) 


Antimonopoly complaints issued during last 4 fiscal years 


Fiscal year: Fiscal vear—Continued 
ee Co ee ge ene 29 La. oo aoe eee eae 29 
eet ii te 29 wees Bye oS 30 





Antimonopoly orders issued during last 4 fiscal years 


Fiseal year: Fiscal year—Continued 
CN ics sk titetsiip Manne ecte ice eii nis 23 BOR iat Aes ts aiid India wane 24 
Ea ata ieee Bia 24 Olen iin in Billi sa accra eee 25 
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Deceptive practice complaints issued during last 4 fiscal years 
“ year: Fiscal year—Continued 
1952 disse piri apenas mg aes engined penis hem 75 
Deceptive practice orders issued during last 4 fiscal years 


ieee yer Fiscal year—Continued 
5 . i 82 
108 1954 


ACCIDENT AND HEALTH INSURANCE WORK 


Mr. Howrey. The Commission has progressed in other areas during 
this period. The 23 complaints in the accident-and health-insurance 
matters represent the first under the McCarran Act which has been in 
effect since 1948. The tremendous public response to the investigation 
and complaints is indicative of the great interest in these matters. 

I might say we have received more letters and inquiries in connec- 
tion With our insurance cases than almost all our other matters put 
together. We have received thousands of letters from schoolteachers, 
ministers, professors, people from all walks of life. They even send 
their policies in to us and things like that. 

Mr. THomas. That statute has been on the books now since—when 
was it passed, 1945 ¢ 

Mr. Howrey. 1945. 

Mr. Tuomas. Why wasn’t some attention given to it long before 
now ¢ 

Mr. Howrey. I cannot answer that. I feel the insurance cases have 
needed, that is, the accident, health, and hospitalization insurance field 
has needed attention for some time. What we did was to begin an 
investigation, and we thought it was not fair for us just to take up 
the individual insurance company that had been complained against, 
but we got hold of the advertising of every insurance company in this 
field that we could lay our hands on. I think there were more than a 
thousand altogether. 

Mr. Toomas. When did the Commission take it up, at the end of 
fiscal 1954? 

Mr. Howrey. We began the investigation in December 1953; we 
covered the entire field. We got the advertising of each of the com- 
panies and set it down against their policy and compared the two. 
We compared the small print and large print. Frankly, we found 
what we thought were wide discrepancies. 

Mr. Tuomas. It is a difficult statute to administer for 2 or 3 reasons. 
Detail it for the record, will you? It is better late than never. 


JURISDICTION OF THE COMMISSION IN INSURANCE FIELD 


Mr. Howrey. I think perhaps there is a reason for it. I will try to 
explain it. The McCarran Act, following the Southeastern Under- 
writers case, held that the business of insurance was subject to the 
antitrust laws. 

The purpose of the McCarran Act really was to remove certain 
aspects of insurance from those laws and put them back into the 
State’s administration. The only provision of the McCarran Act 
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relating to the Federal Trade Commission is the provision which 
provides that the Federal Trade Commission, and the other laws, 
apply in those instances where the practice is not regulated by State 
law. Therefore, we have the jurisdictional question as to what prac- 
tices are used by these insurance companies which are not fegulated 
by State law. 

Mr. Tuomas. Limited to only sick and accident insurance, or is life 
and everything else included ? 

Mr. Howrey. I think it covers the entire insurance field. 

Mr. Tuomas. Casualty, fire, tornado? 

Mr. Howrey. The primary jurisdiction the Commission would have 
in connection with those cases, I believe, would be as to their adver- 
tising. We cannot regulate rates or contractual provisions or reserves, 
Those are all regulated by State law. We made a check of each State 
law and found out which ones had prohibitions against false and 
misleading advertising, and which ones did not. In the 23 com- 
plaints we filed to date we think our jurisdiction is clear 

Mr. Tuomas. Which States are the most outstanding in their lack 
of regulation ? 

Mr. Howrey. Can anyone list those? 

Mr. Secrest. Mississippi is the worst. 

Mr. Howrey. We brought complaints in New York, Texas—— 

Mr, Yates. When you say, “worst,” what do you mean ? 

Mr. Secrest. I mean from the standpoint of our getting jurisdic- 
tion. As the chairman said, we have jurisdiction only over their 
advertising. Under the McCarran Act, if a State has a law regulat- 
ing the advertising of insurance, then there is a question whether we 
have jurisdiction at all in that State. 

Mr. Tuomas. In other words, you acquire jurisdiction by virtue of 
a lack of State regulation? The question I asked is which of the States 
had no regulation ? 

Mr. Secrest. Mississippi has no regulation covering advertising. 

Mr. Tuomas. Are there any other States? 

Mr. Howrey. Can anyone in the room list those? I cannot. We 
can list those. 

Mr. THomas. Is there someone here who can detail it? I under- 
stand my State of Texas is weak, too. Nebraska, Illinois, and Missis- 
sippi. Who are some of the others? 

r. SHerny. We have complaints against companies in all of those 
States but I could not list all the States in connection with the strength 
or weakness of their laws. 

Mr. Howrey. I think, if Mr. Murchison could use your telephone, 
we could have the information up here in 20 minutes. 

(The information is as follows :) 





No ADVERTISING STATUTES RE ACCIDENT, HEALTH, AND HOSPITALIZATION INSURANCE 


Rhode Island Montana 
Mississippi Oregon 

Connecticut Wyoming 

Iowa District of Columbia 
Missouri 


Mr. Botan. You have issued only 23 complaints? 
Mr. Howrey. We have more in the mill. I would like to explain 
the jurisdictional problem a little bit. We decided we should bring 
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complaints first in cases where we think our jurisdiction is clear. Now 
we have this rather large gray area where the laws may exist, the State 
laws may exist against false and misleading advertising, but where 
there has been no administration of those laws, or possibly where there 
are no Officials charged with the administration. The question is, does 
that constitute regulation ¢ 

Then we have some States where they do have the laws and they 
are enforced and are administered. Up to date our complaints have 
been limited to those States where there are no laws against adver- 
tising. 

That does not mean that just because a New York company has been 
made a party to an FTC proceeding that there is no New York statute; 
if that company operates in a State and does business in a State where 
there is no such statute, we have included them in our cases. 

We have included some Texas companies in these complaints. That 
does not necessarily mean that Texas has no law against false and mis- 
leading advertising of insurance. It means that this Texas company 
does operate in one or more States where there is no such law. 

Mr. Yates. Where does the jurisdiction of the Postmaster General 
begin? He has authority to prevent false and misleading advertising 
going through the mails, no matter what the State’s provisions are. 

Mr. Howrey. Fraud and obscene material. 

Mr. Tuomas. Off the record. 

(Discussion off the record.) 

Mr. Ostertac. Does your jurisdiction over advertising cover the 
media of radio and TV ? 

Mr. Howrey. I think it does. 

Mr. Sureny. I believe our complaints are broad enough to cover 
that. 

Mr. Howrey. Tell us generally what the advertisements are. 

; red aia Do you have jurisdiction over such types of adver- 
tising ‘ 

Mr. Howrey. Yes. I thought you meant the insurance complaints. 
Yes, we have jurisdiction over all advertising, over all media, wherein 
interstate commerce is involved. 


ANTIMONOPOLY WORK IN THE BUREAU OF LITIGATION 


Mr. Tuomas. You have an investigation going on now in TV and 
radio, do you not? 

Mr. Howrey. Yes, Justice has that. We have a liaison with them. 
They are investigating that case and we are not. 

Mr. Tuomas. I thought I read in your justification where you 
were about to undertake an investigation or had one underway now 
under the Clayton Act. 

Mr. Howrey. We have four lawyers who read all the radio con- 
tinuity and investigate same. That is a general policy. 

Mr. Tuomas, Didn’t I read it in your justification some place, or 
am I dreaming here, that you had some investigation going on now 
under the Clayton Act against sales and tie-ins by virtue of the op- 
eration of certain television stations and maybe radio stations, not 
on false and misleading advertising, but on purely a question of vio- 
lation of the antimonopoly laws? 
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Mr. Putuirs. How does that come under this Commission’s juris- 
diction, Mr. Chairman ? 

Mr. Tuomas. The Clayton Act. Did I read it in your justifica- 
tion some place ? 

Mr. Sueenuy. That is correct. 

Mr. Tuomas. Tell us about it. 


Mr. Sweeny. I think that is still up in the Bureau of Litigation. 
It is a situation that arose in connection with obtaining advertising 
for certain special accounts. The deal was made, as I recall, with 
a chainstore, for example, to set aside—— 

Mr. Tuomas. Turn to your section on the Bureau of Litigation 
and read what you say in your justification. 

Mr. Pumutrs. What do you mean by “special accounts” ? 

Mr. Sueeny. The deal was made with the chainstores to give 
certain space in their stores to certain products. Then the television 
veople sold that advertising to manufacturers of those products and 
vad the manufactureres put up all the money for the advertising 
of the products and the chainstores that they put out over their sta- 
tions. 

Mr. Tuomas. It was very convincing when I read it. 

Mr. SuHeeny. It gave certain advertisers a special deal that gave 
them preference over any other advertiser that might be trying to 
sell his goods in those stores and gave the chainstores advertising 
advantages over the independent stores. 

Mr. Puiutrs. I do not know what is illegal about that, under 
existing statutes. 

Mr. Tuomas. It is pretty bad when you read it in their report. 
It is a clear-cut violation. It gives them a little advantage under 
the Patman Act. 


Mr. Howrey. It is page 40. Shall I read it, Mr. Chairman? 
Mr. Tuomas. Yes. 


Mr. Howrey (reading) : 


Discriminatory practices in the radio and television industries are under active 
investigation. It is alleged that certain radio broadcasting companies have 
entered into arrangements with food processors or manufacturers for substantial 
radio advertising time covering wide areas. As a part of those arrangements 
the broadcasting companies have afforded free advertising time to local retail 
chains on condition that they would make available in their retail stores facilities 
for displays and promotional services on behalf of the advertising food processors 
or manufacturers. Through these tie-in arrangements between national radio ad- 
vertising and local retail store displays, it appears that the manufacturers in- 
volved my be providing advertising and promotional facilities which discriminate 


against competitors of the retail chainstores which receive the benefits of the 
arrangements. 


Mr. Tuomas. It will not hurt, Mr. Reporter, to insert the last para- 


graph on page 40, following the paragraph the chairman just read, 
and also the first three paragraphs on page 41. 


(The material referred to follows :) , 


It is also alleged that a group of drug chains entered into a conspiracy to induce 
violations of the Robinson-Patman Act by certain manufacturers of drug products. 
The several members of the group of drug chains, it is alleged, sponsored in their 
own local areas, and received the advertising benefits of a national television 
program. The group brought pressure to bear upon drug manufacturers to pur- 
chase commercial advertising time on the whole program, and in this way to bear 
the major burden of the cost of the program. The drug manufacturers were thus 
induced to participate in a national television program that substantially benefited 
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only a few of their customers—the participating chain groups. Through such 
participation it appears that they may have discriminated against their other 
customers who competed with the favored chain groups. The arrangement of 
this sort which was originally investigated was terminated before the investiga- 
tion was completed, but recent information indicating a resumption of the practice 
has caused the Commission to resume its investigation. 

Investigation is also being made of charges that certain large department store 
chains, with stores located in various metropolitan areas, have used their pur- 
chasing power to induce and receive discriminatory prices from various manu- 
facturers and sellers in violation of the Robinson-Patman Act. There is consider- 
able information tending to indicate that the favorable prices are induced and 
received under conditions which make it clear that these chains know or should 
know that the prices are discriminatory and cannot be justified. 

The Commission has recently issued an order against a group of paint and 
wallpaper dealers charged with conspiracy to boycott in violation of section 5 
of the Federal Trade Commission Act. There are now in progress investigations 
of similar charges against other organizations of paint and wallpaper distributors 
involving what appear to be more widespread activities of this nature. 

Mr. Puitirrs. Does this imply that the other stores were denied 
this same thing? Had they wanted it, would they have been denied it? 

Mr. Howrey. Those cases were brought under section 2 (d) and (e) 
ef the Robinson-Patman Act, which provide that it is illegal to offer 
an allowance or service or facility to one customer unless the same 
service and facility or allowance is offered on proportionally equal 
terms to all customers who may compete with the other customers. 

Mr. Puiwures. It is implied this was denied ? 

Mr. Howrey. Yes. That is one of the sections of the Robinson- 
Patman Act which provides that certain practices are illegal, as such, 
unless they are offered to all on proportionally equal terms. 

Mr. Yates. Is this in the nature of a barter deal ? 

Mr. Howrey. No. 

Mr. Tuomas. In other words, the manufacturer will go to a radio 
station and say, “I want so much time. 

The manufacturer goes back in X State and gets him a bunch of 
customers and says, “If you buy this article, the National Broadeast- 
ing Co. is going to plug this Monday, Wednesday, and Friday nights 
of next week. It will help you with the sales.” 

The defense, I imagine, will be that weo ffered this to cvery com- 
peting drugstore in the country and they did not buy it. 

Mr. Howrey. Under the status it has to be available. We have 
interpreted that to be publicly offered. That is the way we have 
interpreted that. 

Mr. Ostrertac. There are a limited number of stores to which this 
special advertising is made available, is that right ? 

Mr. Howrey. Yes. 

Mr. Osterraa. Is that the principle involved ? 

Mr. Howrey. Yes, and under the law it has to be made available 
on proportionally equal terms to all customers who compete. 


INVESTIGATION OF THE COFFEE EXCHANGE AND INDUSTRY 


One other investigation should be mentioned. In early 1954, fol- 
lowing the sudden, sharp rise in the price of coffee, the Commission 
directed its attorneys, economists, statisticians, and accountants to 
conduct a full-scale investigation of the coffee exchange and industry 
in the United States to determine whether this price rise was attribut- 
able to violation of laws falling within Commission jurisdiction. For 
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several months, a large number of staff members were engaged in this 
investigation which has resulted in a 523-page economic report. It is 
significant to note that during and following this investigation, the 
spot price of coffee on the exchange declined from a high of 95 toa 
current price of 6614 cents per pound. At the same time, there has 
been a corresponding drop in the price to the housewife. A complaint 
containing allegations of restrictive practices has been issued against 
the exchange and certain of its members. 

The radio this morning said there had been another 10 percent de- 
cline in the price of coffee. 

Mr. Tuomas. The price went down 10 percent this morning. Are 
you taking full credit for it? 

Mr. Howrey. Yes, sir. 

Currently, the Commission’ s economic staff is engaged in a merger 
study to determine the various causes of current mergers. It is antici- 
pated that this study will develop valuable, and needed criteria and 
data for evaluation of individual mergers as they occur. 

I could enlarge at great length on that but I will go on with my 
statement and perhaps we can get to that in the questioning. 


VOLUNTARY LAW OBSERVANCE 


The Commission has found that in many instances the most eco- 
nomical, efficient, and expeditious method of achieving compliance 
with its laws is through voluntary law observance in cooperation with 
business. The principal tool used in this area is the trade practice 
rules. The Trade Practice Division has been revitalized. Thus far in 
fiscal 1955 rules have been promulgated for 10 industries, whereas in 
the previous 2 years combined 6 sets were promulgated. 


Neep ror AppIrionaL Funps 


The Commission is proud of this record, although much remains 
to be done. Most of it we can, and will, accomplish without more 
money. However, the lack of funds has hindered improvement and 
particularly has limited the recruitment of young personnel. Our 
requests for additional money this year, except for P fin ancial reports, 
are directed toward the hiring of junior attorneys and economists so 
that they will develop in our organization. 

The funds requested are for the following purposes: 


FINANCIAL REPORTING PROGRAM 


1. Financial reporting program: The sum of $125,250 will be uti- 
lized in the extension of the Eo mmission’s industrial] financial report- 
ing program which is a service function the Commission performs for 
the Federal Government. This particular request is for the most part 
the same as that made last year. This entire program is coordinated by 
the Bureau of the Budget together with a governmentwide interagency 
committee. 

The proposed expansion has support from the executive branch cf 
the Government, as set forth in detail on pages 1203 and 1204 of the 
President’s budget. 
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Among those interested in this program are the Bureau of the 
Budget, the Council of Economic Advisers to the President, the Board 
of Governors of the Federal Reserve System, the Department of 
Commerce, and others in the executive branch. 

I might say they are very serious about it. They feel that these 
figures that we collect are some of the best figures on which they rely 
to plan the future economy 

Mr. THomas. Did you ever see any of these economists that ever 
got enough figures, that is, for breakfast, lunch, and dinner ¢ 
~ Mr. Howrey. I wanted you to know that it was not just a Federal 
Trade Commission project. We are a handmaiden for the rest of 
the Government. 

Also, in the legislative branch, believe it or not, the Joint Committee 
on Internal Revenue Taxation, and the Joint Committee on Defense 
Production call on the Commission for data from this program. 





CONGRESSIONAL MAIL 


Mr. Tuomas. May I interrupt there? In looking over another 
agency, this particular agency only had 26 employees whose sole and 
exclusive duty was handling congressional mail, writing answers, giv- 
ing information, and so forth. How many people do you have set 
aside in your agency doing the same or similar thing ¢ 

Mr. Howrey. We do not have it allocated to any one group. I think 
since Commissioner Sechrest has been with us he has written his own 
congressional letters, or at least has rewritten every one that has been 
prepared for him. Ido much thesame. But the man who handles the 
case does the first work on the letter. It comes up for either my signa- 
ture or the Secretary’s signature or a Commissioner’s signature. We 
usually rewrite them. It believe, if any of you lately, or within 
the last year, have been receiving letters from the Federal Trade Com- 
mission, you have found them full and responsive and not form letters. 
It takes more time but also does a better job. 1 do not think we have 
made any man-hour study of answering congressional mail. 

Mr. AkerMAN. No. 

Mr. Tuomas. That is a good answer. The answer is no, none; not 
no, but no, none. 

Mr. Securest. The Commissioner that handles the case, if there is 
a letter that goes to the Congressman, answers that letter, himself. 
ormerly they were more or less stock answers: “The case has been 
turned down for lack of public interest, lack of jurisdiction———” 

Mr. Howrey. Or “under investigation,” 

Mr. Securest. Now the letter that comes to a Congressman or 
Senator contains actually a little opinion. There are enough facts 
in there to convince the Congressman, whom I consider to be very 
levelheaded, that what we are doing there is a reason for. 

Mr. Tomas. You speak like a voice from the wilderness this 
morning. Those are kind words, Mr. Commissioner. 

Mr. Howrey. The additional funds requested will enable the Com- 
mission to extend the reporting to include wholesale trade, retail 
trade, and mining corporations, to prepare preliminary estimates to 
be made available to the major users of the report and thereby permit 
an improved financial report, and to draw a new and necessary up- 
to-date sample from 1954 income-tax returns of manufacturing, min- 
ing, and trade corporations. 
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I personally feel very strong about the last point. 

We have a list of 7,600. We have been using the same 7,600 cor. 
porations and requiring them to furnish this information. It has coy. 
ered quite a period of time. I think, in fairness and justice, those 
7,600 ought to be dropped and we should pick a new sample. It is 
auite a burden to fill out the questionnaires that we send them. 

Mr. Putituirs. Didn't you say the same thing last year ? 

Mr. Howrey. Yes, but you denied us the money. 

Included in the total requested is an amount of $15,000 for prepara- 
tory studies in connection with the obtaining of financial agency 
collecting data. 


FIELD INVESTIGATIVE STAFF 


Investigation: The reorganization and studies incident to it have 
emphasized the inadequacy or our current field staff. The 77 investi- 
gators in the field are unable to perform adequately the investigations 
needed if we are to do the job entrusted to us by Congress. The difli- 
culty of the task is aggravated by the age brackets of Commission's 
field staff. Thirty of the 77 are over 45 and 20 of them over 50. 

Mr. THomas. You have young men down there, you don’t want to 
jump on these boys. 

Mr. Howrey. We are not jumping on them. 

Mr. Yates. What is your point when you say it is aggravated by 
their age? 

Mr. Howrey. These men are highly skilled in their work but they 
are reaching the age where field investigation is rigorous. The age 
pattern of the balance of the staff is similar. It is, therefore, impera- 
tive that this request of $40,600 for eight GS-7 and GS-9 investigators 
be granted so that new talent may be added and developed. 

The point is that these men are not old at all. I am 51 and I con- 
sider myself young. I do think, however, it is a tough job to stay on 
the train day and night, and most of their transportation is by street- 
cars in the cities. They are investigators. We have to develop some 
younger investigators. It is hard, tough work. We are not develop- 
ing enough new talent. 

I am not bragging about this, in fact, I regret it, but the Federal 
Trade Commission has fewer employees today than when the Com- 
mission started. It was organized in 1914; shortly thereafter it had 
800 employees. Today we have less than 600. 

The economy has grown a great deal since that time. We think we 
can do our job with the money we have requested which is a little more 
than we got last year, but we do need to add some of these younger 
men in the lower brackets. 

Mr. Yates. I am not ready to accept your assertion there is a corre- 
lation between youth and activity. I do not see why a person between 
45 and 50 is too old to be an investigator. 

Mr. Howrey. We think in another 10 years they will be too old and 
we will have no replacements. 

Mr. Tuomas. Let us not get into the question of geriatrics right now. 

Mr. Yares. I think, if the Federal Government takes this position, 
you cannot expect private industry to take another pattern. I think 
the Federal Government should not take the position that age—by 
iself—is a barrier to employment. 
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Mr. Howrey. I do not think we should all be in that age bracket. 
I think they should be spread equally across. 


LITIGATION 


I will now turn to litigation. . 

The public interest is not adequately served unless monopolistic 
and deceptive practices can be reached and eliminated with the utmost 
expedition. The present trial staff is not adequate to cope with the 
current workload plus the increase in cases which may reasonably 
he expected in 1956. In this connection, it may be pointed out that 
thus far in fiscal 1955, there are 23 outstanding, complaints under the 
McCarran Insurance Act as against none previously and 4 complaints 
issued under the Fur Act as against 1 for fiscal 1954, the first year 
of the law. The full impact of the Fur and Flammable Fabrics Acts 
has not yet been felt by the trial staff. 

I might add, in these new acts we have had to absorb; no new funds 
have been provided for their administration. 

To meet. this added burden, which is particularly significant in view 
of novel questions inherent in the trial of cases under previously unin- 
terpreted statutes, $15,000 for three additional attorneys is requested 
with $3,700 added travel funds and other expenses. 


DIVISLON OF COMPLIANCE 


Compliance: During the current and preceding years, the Divi- 
sion of Compliance in the General Counsel’s office has instituted 
numerous compliance investigations. The reports of these investiga- 


tions are now being received in Washington. The evidence there set 
out will be of value only if the reports are promptly processed. For 
this work and the continued handling of current orders, funds in the 
«mount of $11,000 to provide two additional attorneys are requested. 
The number of penalty suits filed has increased the need of travel by 
this Division and $3,000 is requested therefor. 


DIVISION OF SMALL BUSINESS 


Small Business: This newly established Division has met with an 
enthusiastic reception. Already its three-man staff is inadequate. 
Funds in the amount of $5,500 are requested to add one attorney. 

Mr. OsrertaG. What is the difference between your Division of 
Small Business and the Small Business Administration ? 

Mr. Howrey. It is entirely different. First, if I may go back- 

Mr. OsrertaG. Perhaps this inquiry is out of order. 

Mr. Tuomas. No, it is not. They advise small business as to their 
rights as to the monopoly law, the Patman Act, and so forth. It is 
purely advisory. 

Mr. Yares. Isn’t this something for the whole Commission rather 
than a mere Division of Small Business? Isn't this what the Com- 
mission is set up for? 

_Mr. Howrey. That is right. We are set up to protect the competi- 
tive positions and condemn the unfair competitive practices of all 
business, small, medium-sized and large. 
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I think primarily, though, that our laws, as Congressman Yates has 
said, were designed to protect the smaller business man and consumer, 
So our entire Commission protects small business from unfair methods 
of competition and deceptive acts and practices. But the procedure; 
which Congress has given us are complicated procedures. We have 
adversary hearings. Most of the people who come before us have lay. 
yers. It is an expensive undertaking. 

We have found that a great many small-business men want to coms 
down here and talk to us. They do not have lawyers. They probably 
could not afford to hire them. We set up this small division within 
our organization under our Bureau of Consultation, called the Smail 
Business Division. The name was picked so that some small-business 
men would have a place to go. We have furnished a facility for them, 
We are not depriving New York and Washington lawyers of a liveli- 
hood at all. We are trying to give the small-business man particular 
attention so that he does not need necessarily to have a lawyer in every 
case. We take him around the Commission. We assign a man to him. 
Really, it has been a wonderful thing. We have had a tremendous 
response to it. They write a lot of letters. They consult and try to 
explain the law and give informal, but unbinding, advisory interpreta- 
tions, and thinks like that. 

Mr. Osrerrac. Would you say that the Small Business Administra- 
tion is designed principally and has authority to help small business, 
and your job is to protect small business? 

Mr. Howrey. That is right. The Small Business Administration is 
to help them get contracts, try to get them capital. They do not admin- 
ister our laws at all. We have a close liaison with them. Wendell 
Barnes and I are in direct consultation in this merger study that we 
are undertaking now. The Small Business people are in that. They 
want to furnish us a consultant. 


JUNIOR ECONOMISTS 


I will now come to “Economics.” I do this with some trepidation. 
They are an important part of our organization. 

The economist is essential in the majority of the Commission’s anti- 
monopoly cases. He is particularly important in the Commission’: 
enforcement of section 7 of the Clayton Act where analyses of market 
conditions over the entire country or large sectors of it are required. 
The addition of the three junior economists costing $18,500 is requested 
to assist in coping with the Commission’s tremendous responsibilities 
in the monopoly field. 


REMOVAL OF TRAVEL LIMITATION 


Travel: For the past several years, the Appropriations Act. has 
placed a ceiling on the funds available for travel. It is our opinion 
that this unduly affects our efficiency. The Commission’s ecslalliaion 
extends throughout the United States. Hearings must be held wher- 
ever cases are developed. 

Investigations and hearings are not necessarily evenly spread over 
the year. <A crisis may develop late in the fiscal year and with a travel 
limitation funds must be hoarded to meet this possibility. 
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A removal of the limit on travel funds is therefore urged and if 
‘hat is not desirable, an increase of the limit to $175,000 is deemed 
necessary. 

[ would like to say that we do not have any trouble with people 
rraveling too much or going off on trips. We have trouble getting 
them out in the field. They have $9 a day. I have quite a lot of 
rraveling to do. I think at least half of my traveling expenses have 
ome out of my own pocket. It is not a situation of people traveling 
too much; they are not traveling enough. We are an investigative 
aency. We investigate business. Business is not located in Wash- 
ington. If we cannot travel, we cannot work. With the $9 a day 
limitation, gentlemen, you do not need any other limitation because 
you can’t get a hotel room, let alone food and sustenance of other 
ind in most of the larger cities for $9. 

I think the travel limitation is wrong in principle for our type 
ofagency. If we cannot travel, we can’t work. 

In presenting this request, I am mindful of the imperative need 
for the economical operation of this Commission. The amounts 
requested take into consideration economies resulting from the adop- 
tion of the recommendations of the management survey report. 

However, at the Federal Trade Commission we must face the fact 
that we have not expanded to meet increased burdens. During the 
years 1939-41, the number of Commission employees ranged from 
668 to 701. Currently we are operating with 594 employees. 


WORKLOAD INCREASE 


At the same time, our workload has been increased in two ways. 
First, there are the additional duties imposed on the Commission 
by the enactment of additional regulatory statutes such as the Wool 
Products Labeling Act, the Fur Products Labeling Act, the Flam- 
mable Fabrics Act and the amendment to section 7 of the Clayton 
Act. 

Secondly, while the Commission’s duties have been added to by 
legislative enactment, the growth of the economy has imposed a far 
greater increase in our burden. 

[ repeat, our job is to supervise the competitive practices of this 
great multi-billion dollar economy of ours. We have these other 
agencies—if no representative is present, I will call them lesser 
igencies—like the FCC, ICC, CAB, and all the others, who have 
jurisdiction over segments of our economy, those mostly vested with 
ihe publie interest. We have on the other hand the great manufac- 
turing, wholesaling and retailing economy that we are supposed to 
take care of. 

For example, advertising is now a $7 billion annual business; in 
1940 it was $1,666 million. Yet there has been no proportionate in- 
crease in support of the Commission’s work in the field of false and 
misleading advertising. ‘The national income in 1940 was $81,634 mil- 
lion; in 1953 it was $305 billion. The Commission supervises the com- 
petitive practices of the entire Nation. Certainly, there should be some 
relations ip between the Commission’s operations and the growth of 
the Nation’s economy. 

In the face of these consideration, we cannot conscientiously ask for 
less than we now request. 
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We say our requested budget of $4,300,000 is a very modest one, an) 
made with full recognition that economy is the watchword of thy 
Government. Certainly I am economy-minded and I think all th 
Commissioners are. 

Thank you very much. 

Mr. Tuomas. It is a wonderful statement. We commend you for i 


Resuuts or REeorGANIZATION 


We know that the Commission has undergone a reorganization. \V: 
also commend very highly every agency that undergoes a reorganiz. 
tion, particularly when the reorganization saves a little money. 

I have looked at your table of reorganization for this year, compare) 
it with your chart on activities and, much to my surprise, I came w 
with an increase of $255,000 over last year after that reorganization, 
But to be perfectly fair with you, it did not all come out of your reor. 
ganization. You did not save any money, did you? 

Turn to your table now of reorganization and let us go to your chan 
on activities. The first part of your statement dealt largely with the 
net results. The net results of your organization can be summarized 
briefly as follows: As I see it, you put all your cases from your various 
divisions into a Bureau of Investigation, tied down responsibility per 
‘ase per lawyer, and you did the same thing in the Bureau of Litiga- 
tion. You set up for the first time an Office of Executive Director with 
too many employees for your housekeeping operation of 77 against a 
total personnel load of 640. That is about 12 percent. That is a littk 
high. What else did you do in your reorganization other than that! 

Mr. Howrey. We did a great many worthwhile things. In fact,] 
think the reorganization was the best thing we have done at the Com- 
mission, The big thing and the real purpose of the survey as far a 
I am personally concerned was to eliminate delay in the Commission‘ 
work. We had to show the Budget that we were going to save some 
money in order to get some funds. 

Mr. Tuomas. How much did it cost? 

Mr. Howrey. It cost $34,000. It was made by an outside firm of 
management consultants. I met with them constantly. I met. witl 
them twice weekly at 2-hour conferences. The big thing we did was 
lick delay. As far as I was concerned, the emphasis in the reorgan- 
zation was on this delay question. 

Mr. Tuomas. How did you lick it? 

Mr. Howrey. The first thing we did was to remove masses of unim- 
portant papers from the table of the Commission. For instance, we 
make a great many investigations that do not result in action by us 

Mr. Tuomas. You put that in your staff, didn’t you? 

Mr. Howrey. In such an instance, when the case comes up, witli 
unanimous recommendation by staff members, it is closed. We get 
a report by the end of the month from the Executive Director which 
lists those cases that have been closed and says why they were closed. 
Heretofore each one of those cases was assigned to a Commissioner. 

He made a memorandum in detail on it and presented it to the Com- 
mission and we spent about three-fourths of our time on unproductive 
work. 
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FUNCTION OF THE EXECUTIVE DIRECTOR 


Mr. THomas. What does your Executive Director do? Does he 
save the housekeeping activities ? 

Mr. Howrey. We put the general housekeeping activities there be- 
‘ause we did not have any other place. He is at the same time the 
lterego of the Chairman. He is the senior staff officer. He is re- 
ponsible for keeping the work moving. 

Mr. Tuomas. I wonder why you did not go one step further and 
ut in your general operating operations rather than expenses under 
him,too. How many people do you have in that division, Mr. Howrey ? 

Mr. Howrey. That is under you, isn’t it ? 

Mr. AKERMAN. Yes, sir. 

Mr. Tuomas. Why is there a subhead? You do not put the number 
f employees in it. They are included in the 77 in your office? 

Mr. AKERMAN. Yes, sir. 

Mr. Tuomas. In your office as Executive Director, you take care of 
all the housekeeping activities and you are the general boss, we will 
say, lacking a better word, of the entire Commission as far as opera- 
ion and workload is concerned and getting the job done, is that right ? 

Mr. AKeERMAN. Yes; in my immediate office I have four. 

Mr. THomas. How long have you had this job? 

Mr. AKERMAN. Since last March; not quite a year. 

Mr. Tromas. Have you been in the Commission heretofore ? 

Mr. AkerRMAN. Yes, sir; I was Secretary of the Commission the 
year before that. The 77 figure includes 46 in General Services. 

Mr. Tomas. Where were you the year before that ? 

Mr. AKeERMAN. I was with the Department of Justice for 4 months. 
T was on active duty with the United States Navy during the Korean 
war. I was a practicing attorney in the State of Florida before that. 

Mr. Howrey. He served on the municipal bench in Florida and his 
father was a Federal judge. 

Mr. Secnrest. I served with him in the Navy for a long time. 

Mr. Tuomas. There is no question about the fact that he is a good 
man. 

MANAGEMENT CONTROLS 


Mr. Howrry. Would you be interested in hearing a little more about 
this delay thing?) We have done a whale of a job on the delay problem. 

Mr. Tromas. Go ahead and talk. 

Mr. Howrey. The other thing we have done is set up a system of 


eS what goes by the fancy name of “Management Controls.” We use 


IBM machines. They are too complicated to detail, but the result of 
the controls is that we have cut down 50 percent of the procedural 
steps taken within the Commission on each case. We have also kept 
the number of hours worked by each man on the case. If we find that 
he spent 100 hours and has nothing to show for it, this is pinpointed 
ritht there. Every law firm does the same; each man keens a diary 
and that is how thev charge their bills. We do not have bills but we 
have that same kind of control. We have ent down 50 percent of these 
mformal steps within the Commission. We have consolidated our 
files, Each separate little division had a whole system of files set up 
and file duplications. We consolidated those. 
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On the delay question now the recommendation of this manag. 
ment firm was that we establish an office of project attorneys. They 
sort of, if I may make the comparison, act like a solicitor under th, 
British practice. The solicitor is responsible for the case; he provide 
or employs the barrister; if he needs an accountant, he employs hin: 
he is responsible for the case. 

These project attorneys are responsible in the same way. They sit 
with the trial attorney. They sit with the investigators. They go out 
in the field and never can they buck that case to anyone else. 

Mr. Boranp. Why can’t they try the case? 

Mr. Howrey. Because we haven’t enough of them. You would hay 
to treble and quadruple their number if they also tried it. They sit 
at the counsel table. In other words, we cannot possibly have one man 
do all the work. He supervises the work and is responsible for it. 

He is not superior necessarily to the trial attorney. The old Hoover 
report criticized the fact there wasn’t a carryover from investigation. 
This meets that problem. 

Mr. Tomas. I think you did a fine job when you set up the Bureay 
of Investigation and the Bureau of Litigation with a followthroug) 
on each one of them. I think that did the trick, and maybe the setting 
up of the Executive Director and getting some of the minutia of de. 
tail out of the Commissioners’ laps to carry it through did the trick. 


SUMMARY JUSTIFICATION DaTa 


Mr. Reporter, at this point will you insert in the record the table on 
page 7 setting out the obligations by objects and follow that with the 
summary on page 8. 

(The justifications are as follows :) 


Obligations by objects 





Allotment, | Requested, 





Actual, fiscal Increase or 
fiscal year fiscal year mene 

year 1954 1955 1956 decrease 
Oi Persbual Gerviews..........-....5650eaees $3, 763, 512 $3, 725, 200 $3, 935, 200 $210, 0 
ere atl dbs chins deiahhee 120, 906 144, 250 175, 000 30,790 

03 Transportation of things................._- 545 5, 000 ied inin 
04 Communication services. .........-...-.--- 46, 692 50, 000 60, 000 10, 0% 
05 Rents and utility services____-_-. RES RESAS 13, 438 24, 550 19, 550 —5, 00 
06 Printing and reproduction_-____- deck ae {3 10, 644 15, 000 SGee tdiccs...<----- 
07 Other contractual services._._..._._.__-.--- 26, 801 30, 500 32, 000 1, 500 
Services performed by other agencies__- 13, 849 12, 500 15, 000 | 2, 500 
08 Supplies and materials._............._._..- 41, 542 35, 000 38, 250 3, 250 
OD» Pe icnsestttc ocean ao tenesinmetenen 7, 950 3, 000 5, 000 2, 00 
13 Refunds, awards, and indemnities_....____. Oise. sci s. toy es BT pe 
UE OT ite, tir 1. QL Re | 4,045,966 | 4,045,000 4, 300, 000 255, 000 

i 
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Mr. Tuomas. Let us get down to the meat of the coconut. You stil] 
have four big bureaus, the Bureau of Investigation, the Bureau of 
Consultation, the Bureau of Economics, and the Bureau of Litigation, 
That is not a new one. 

Mr. Howrey. We gave it a new name and new look. 


BUREAU OF LITIGATION 


Mr. Tuomas. Let us take a look at some of these bureaus right 
quick. Let us start with the Bureau of Litigation. How many lawyers 
do you have in that? You have 66, and you want 69. That is on 
page 30. Give us your workload right quick and we will insert page 
30 in the record at this point. 

(P. 30 of the justification follows :) 


Bureau of Litigation 


Allotment, fiscal Requested, fiscal ‘ 
year 1955 | year 1956 Difference 


| | 
Position | Amount | Position | Amount | Position | Amount 





Personal services _- “TP? swt | 61 | $491, 925 69 | $506, 925 3 $15, 000 
Travel and other expenses. ----------- st a 33, 000 a | 36, 750 3, 750 
sisal . ; peared 66 | 524, 925 69 543, 675 3 18, 750 


The Bureau of Ligitation has the job of preparing and trying all types of 
cases brought under the trade regulation statutes administered by the Commis- 
sion. The subject matter of these cases ranges from false advertising and other 
forms of misrepresentation to price-fixing and other monopolistic practices. 

The Bureau’s work embraces all phases of the litigation process in prosecuting 
cases in which the Commission has charged violations of law. Cases handled 
by the Bureau fall into these categories. 

1. Monopolistic practices alleged to violate section 5 of the Federal Trade 
Commission Act or sections 2, 3, 7, or 8 of the Clayton Antitrust Act, as amended 
by the Robinson-Patman Act. 

2. False and misleading advertising and other unfair and deceptive acts and 
practices alleged ot violate sections 5, 12, or 15 of the Federal Trade Commis- 
sion Act. 

3. Violations of the Wool Products Labeling Act. 

4. Violations of the Fur Products ! abeling Act. 

5. Violations of the Flammable Fabrics Act. 

In addition, the Bureau is called on to participate in proceedings under the 
Export Trade Act as well aseunder certain provisions of the Lanham Trade- 
Mark Act. 

The Bureau represents a consolidation of functions formerly dicharged by 
separate trial staffs in the Bureau of Antimonopoly and the Bureau of Antidecep- 
tive Practices. It was established July 1, 1954, in accordance with recommenda- 
tions made by the Federal Trade Commission management survey report dated 
February 1, 1954. The reorganization, centering all investigational activities in 
a Bureau of Investigation and all trial work in a Bureau of Litigation, was de 
signed to simplify supervision and bring about better use of manpower. 


Mr. Tuomas. How many cases do you have pending now under 
your different accounts? I call them cases. Is that what you call 
them in the Bureau of Litigation? That is what it ought to be. 

Mr. Howrey. Yes. 

Mr. Sueeny. About 170 outstanding complaints. 

Mr. Tuomas. Break them down under your accounts. 

Mr. Sureny. About 100 would be deceptive practice cases most of 
which would come under section 5 of the Federal Trade Commission 
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Act. About 70 would be antimonopoly cases, some of which would 
come under section 5 of the Federal Trade Commission Act, and some 
under sections 2, 3 and 7 of the Clayton Act. 

Mr. Tuomas. How many under the Wool Products Labeling Act 
and how many under your Fur Act ? 

Mr. AkerMAN. As of December 17 there were 17 under the Wool 
Act and 9 under the Fur Act. 

Mr. Tuomas. Where do your insurance cases come under ? 

Mr. Suereuy. Section 5 of the Federal Trade Commission Act. 
There are 23, one of which has been recently settled. 

Mr. THomas. How many have you tried in the calendar year 1954? 
You set out a table “Pending.” How many did you try in the calendar 
year 1954, and how many decisions have been handed down by virtue 
of the trials? 

Mr. Sueeny. In fiscal 1954 the cases disposed of through orders in 
antimonopoly were 25, in the deceptive practice field, 80 for a total 
of 105. 

Mr. Tuomas. Were they contested, tried cases, agreement, or what ? 

Mr. Sureeny. Both. 

Mr. Tuomas. You have 66 lawyers disposing of 105 cases? 

Mr. SHeeny. Approximately 40 lawyers on an average. The others 
are clerks and stenographers. 

Mr. Tuomas. That is the cases disposed of. What was the total 
number of cases for 40 lawyers to handle, pending? 

Mr. Sureny. About 170. 

Mr. Tuomas. 170? 

Mr. Sueeny. Yes. 

Mr. Tuomas. Give us the dismissals then. That figures out to about 
four and a half cases to a lawyer per year. A lawyer ought to handle 
more than that. 

Mr. Howrey. Some of our cases are very big cases. 

Mr. THomas. And some are very small ¢ 

Mr. Howrey. Yes. 

Mr. Yates. How many are there? 

Mr. Tuomas. 170. He said he dismissed some. How many did you 
dismiss ? 

Mr. Murcuison, 23. 

Mr. THomas. 23. That is less than 200 cases altogether, tried, pend- 
ing and dismissed. That is 200 cases for 40 lawyers. 

Mr. Yates. Of all types? 

Mr. Howrey. In some of our cases such as our merger cases, they 
run into thousands and thousands of pages and require an enormous 
amount of time. 

Mr. Yates. How many merger cases are pending ? 

Mr. Howrey. Three formal cases in litigation. 

Mr. Tuomas. Total of all cases, tried, dismissed and pending is less 
than 200, about 193. 

_ Mr. Securest. I think there are about 2,000 informal cases that are 
in the mill down there. They take lawyers’ time. They have to look 
over those to find out if there is a case. 

Pi Howrey. Not the lawyers that Congressman Thomas is talking 
about. 
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BUREAU OF INVESTIGATION 


Mr. Tuomas. We will go into the Bureau of Investigation. It is op 
page 65. 
Mr. Yates. Are those the cases to which you refer, Commissioner 


Sechrest? The cases that are in the Bureau of Investigation, the so. 
called 2,000? 


Mr. Srcurest. Yes, sir. 

Mr. Tuomas. Will you insert pages 49 and 50 in the record at this 
point, Mr. Reporter ? 

(P. 49 and 50 of the justification follow :) 


BurEAU OF INVESTIGATION 
































| 
Allotment, fiscal | Requested, fiscal | ; 
year 1955 year 1956 Difference 
Divisions -| cannonenenned _ 
Posi- Posi- | Posi- 
tions Amount tions | Amount tions Amount 
| | ae Bi tee 
| 
Cine of tne WN. «<n ccc secs eee 27 | $107,000 | 27 | $107, 000 |_.... & 
Office of Project Attomney.........<.-enccnescnccee) 222,900 | 27} 222, 900 | - 
Field offices... 3. 22-5512. woth bbtl tthe } 117] 738,975 | 125 | 779, 625 8 $40, 650 
nines as ita in mee 15 | 105,500 | 15 | 105, 500 |.-..- 
Wool, Fur, and Flammable Fabries.__.._---_-___- 36 211, 600 36 211, 600 
ORUNNUNNNT PN ne ng ocdn pg aeee cocvenkenin 6 | 50,000; 6 50, 000 | —_ 
Total, personal services. .................-_- | 228 | 1,435,975 | 236 | 1,476,625| 8| 40,60 
Travel and other expenses. ._.......-....____-_- nioosl 114, 250 | 128, 500 14, 250 
tains Snnchnndpairpahated 6 panic shiktiemninilas | 228 1, 550, 225 236 1, 605, 125 8) 54, 900 


| 
' 


Since June 1, 1954, in accordance with recommendations in the management 
survey report, all investigative work of the Commission has been centered in the 
Bureau of Investigation. Roughly, the work of the Bureau falls into two cate 
gories: (a) Its general investigative functions which are performed by the project 
attorneys and the branch offices, and (0) specialized investigative functions which 
fall within the Divisions of Wool, Fur, and Flammable Fabrics ; Accounting ; and 
Scientific Opinions. The latter will be treated separately. 


GENERAL INVESTIGATIONS 


Into this category fall investigations of the restraint of trade and deceptive 
practice cases under the Commission’s jurisdiction. These investigations are per- 
formed under the general supervision of the Director of Investigation, and under 
the guidance of the Chief Project Attorney and his staff of 20 project attorneys 
and 2 advisers (1 for monopoly and 1 for deceptive practices). The project 
attorney is the crux of the reorganization. 

Responsibility for a file is centered on him from the initial screening, through 
field investigation to final disposition. Although investigation, trial and other 
functions will be performed by other attorneys, the project attorney is charged 
wih the file throughout in contrast with the previous system whereby responsibiliy 
for a file was shunted from one attorney to another as it progressed through the 
Commission. 


1954 Performance 


The general investigative work during fiscal 1954 was performed under the 
former organization. The workload statistics are as follows: 
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Monopoly 


| Entered 

Pending | forinvesti- Completed) Pending 
| July 1, 1954| gation dur- | during year» July 1, 1954 
| ing year | 


FTC Act: Restraint of trade (sec. 5) __-- a : 144 
Clayton Act: 
‘Sec. 2 


Gee. 1... x cdiedetdntinbedneh Ob ebbdademmitdiine denies 49 
Sec. 8 cedcens nage ‘ante a bara ar ; é 2 
Insurance (restraint of trade) ............-.-...----..- , 1 
Trade-marks (restraint of trade) . tac } 

Investigation for Department of Justice. -....-.-..-.---| 





Deceptive practices * 


Complaciznt LGR RC iat gs cst biseek toenail bl ei sieebtiatign amid pte tis ete 2, 631 
Preliminary inquiries entered for investigation or otherwise disposed of 2, 592 
Investigations completed 

Assurances of discontinuance accepted 


1Excluding Wool and Fur Act matters. 


Mr. THomas. You have 228 lawyers. I presume these people are 
lawyers aren’t they ? 

Mr. Howrey. Yes. 

Mr. Tuomas. You want an increase of eight people. What is the 
average pay in the Bureau? How many are doing investigative work 
and how many are doing clerical work out of 228, the number that 
you have on the rolls now ? 

Mr. GLENDENING. Thirty-two attorneys in Washington, 83 in the 
field. 

Mr. Tuomas. Most of this work is done in the field ? 

Mr. GLENDENING. Yes. 

Mr. Howrey. One of the field offices is in Washington. 

Mr. Tuomas. That is still the field? What do the 32 lawyers do 
in the central office as compared with what the 83 do in the field? 

Mr. Bascock. About 22 of them are the project attorneys. They 
are the key and center of the investigations under the chief project 
attorney, and in turn, under me. 

Mr. Tuomas. It does not take 22 attorneys to tell 83 what to do? 

Mr. Bascock. It certainly does, sir. To those 22 we feed all com- 
plaints. 

Mr. Tuomas. Whatever the figure is, does it take that many to 
keep 83 in the field busy ? 

Mr. Bascock. They segregate the wheat from the chaff. They 
break down the 2,000 preliminary complaints into cases of major and 
minor importance. 

Mr. Tuomas. You have 2,000 informal cases pending as of what 
time ? 

Mr. Akerman. As of December. 

Mr. Bascock. In the justification statement it is as of July. It has 
been increased by 167, and in the meantime we have disposed of about 
1,000, 

Mr. Tuomas. How long have they been pending now ? 

Mr. Bascocx. Investigations pending on the average ? 

Mr. Tuomas. Yes. 
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Mr. Baxcock. I could not quite answer that, sir. 

Mr. Tuomas. That is pretty important, Judge. 

Mr. Bascock. I would have to play a little by ear there. 

Mr. Tuomas. If you are handling 22 lawyers here, you ought ty 
know how old these complaints are. Are they pending 1 or 2 yeay 
before they finally 

Mr. Bascock (to Mr. Glendening). What do you show on you 
IBM sheets? 

Mr. GLENDENING. I do not have that. 

Mr. Howrey. I do not see how you could find out about that. We 
would have to analyze it and keep the date. 

Mr. Tuomas. How long does it require from the time that a com. 
plaint is filed, an informal complaint, until finally it is disposed of 
either through Commission action or until your Legal Division throws 
it out, or whatever process you use? How long does it usually requir 
from the time a complaint is filed until it is disposed of? 

Mr. Bascock. Eighty percent of them would be disposed of in 4 
months. 

Mr. Secrest. We are closing one today that has been there 13 years. 

Mr. Bascock. I am talking about investigations, and I take it you 
are, too. I cannot speak about what happens to cases after they leave 
me and move to litigation. The whole success of my operation is to 
get them done because when the complaint comes in it needs immediate 
attention and gets immediate attention. Those that develop into pro- 
tracted and complicated investigations; these take time and build up 
the average time. The whole emphasis is on moving day-by-day cou: 
plaints as quickly as possible. A high percentage of them is dispose! 
of ina relatively short period of time. That is where we are particu: 
larly effective. 

Mr. Howrey. One good example, Mr. Chairman, is that we have 
been trying to select cases of wide public interest like our Coffee case, 
Insurance and Merger cases. We pass a resolution starting the cas. 
The insurance cases took how long to investigate? About 8 or 6 
months ? ; 

Mr. Bascock. Taking them all together. 

Mr. Howrey. We investigated over 1,000 companies in 6 months. 
In coffee it was about 4 or 5 months. Those are big cases. That was 
because we put a bigger team on it. 

Mr. Tuomas. These tables do not quite bear out your figure of 2,(0)) 
cases. 

Mr. Howrey. What page are you on? 

Mr. Tuomas. For the “Preliminary inquiry for investigation other- 
wise disposed of,” you show a total of 2,592 cases. The “Investigations 
completed,” 1,193. ‘These figures do not mean anything because you 
can break them down almost any way. Then you have pending here 
under “Monopoly” 481 cases. You have a breakdown here. You say 
section 7 of the Clayton Act is 331 completed cases. 

“Investigations for Department of Justice,” you have 80 under com- 
pleted cases. 

Mr. Howrey. That is “one,” sir. 

Mr. Tuomas. I mean thetotalhere. The total is 580 completed dur- 
ing the year. “Entered for investigation under monopoly,” a total of 
320. You break that down. 
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Mr. Bascock. The investigations for the Department of Justice took 
five men. 

Mr. Tuomas. Do you have 5 or 6 field offices ? 

Mr. Howrey. Seven. 

Mr. Tuomas. Out of your workload of 600, how are they broken 
down between your field offices ? 

Mr. Bascock. Seventy-seven investigating attorneys and appro- 
priate clerical staff of about 1 stenographer to 4 men. 

Mr. Tuomas. Eighty-three in the field against twenty-three in the 
Washington office ? 

Mr. Howrey. Seventy-seven in the field. 

Mr. Akerman. Investigators. That does not include the branch 
office manager. 

Mr. Tuomas. That is for the Bureau of Investigation. How does 
it generally break itself down between the District of Columbia and 
your seven field offices ? 

’ Mr. Akerman. At the present time we only have investigative 
offices in the field. 

Mr. Tuomas. Nothing else? 

Mr. AKerMAN. No. 

Mr. Tuomas. Under your reorganization your investigators are 
lumped in one bureau and they handle all types of investigations? 

Mr. Howrey. Yes. 

Mr. Toomas. Wool, antimonopoly, and so forth ? 

Mr. Howrey. That is right. 


BUREAU OF CONSULTATION 


Mr. Tuomas. How is your Bureau of Consultation doing? 

Mr. Howrey. It is doing very well. 

Mr. Tuomas. That is page 65, gentlemen. This committee feels a 
little responsibility for that Bureau. We helped you set it up 7 or 8 or 
10 years ago, rather, forced it on you. Is it worth the money? 

Mr. Howrey. It is worth the money. It is worth more than that. 
We have a new Director for it, Mr. Charles Grandey. 

Mr. Tuomas. We will insert at this point in the record page 65. 

(The justification is as follows :) 


BUREAU OF CONSULTATION 


Allotment, fiscal Requested, fiscal Diffe 
year 1955 year 1956 eemmaes 


Posi- Posi- Posi- | 
: i 1 aa tin f 
tions | Amount | tions tions | Amount 


Amount 
| 


Office of the Director 14| $62,900 |_..____- 
Trade practice conferences 141, 000 | 19 | 141,000 |___ 
De ee | 66, 300 | 
Small business a a 5 | 34,300 | 

Total personal services 299, 000 | > | 304, 500 | 
Trave! and other expenses Ss caceacal OE ci ccrec | RMD Neen Se 





45 | 303, 000 46 | 308, 500 
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The Bureau of Consultation consists of three divisions, namely, the Divisig 
of Trade Practice Conferences, the Division of Stipulations, and the Division » 
Small Business. 

The Bureau performs the advisory, educational, and cooperative functions ¢ 
the Commission. Its objective is the achievement and maintenance of a may. 
mum degree of voluntary compliance with the statutes administered by it. 

Chairman Howrey in his address at the University of Michigan Law Schoo! 
outlined the purpose of this Bureau as follows: “(1) to act in a cooperative anj 
consultative capacity to business, particularly small business; (2) to ive jp. 
formal advice on all kinds of matters involving the laws administered by th 
Commission; and (3) to seek voluntary compliance with such laws by mean 
of conferences, informal hearings, and other types of informal procedures.” 

In the organic act which created the Commission, Congress directed it to “pre 
vent persons, etc., subject to the act from using unfair methods of competitigy 
and unfair or deceptive acts or practices in commerce.” * 


Mr. Tuomas. Tell us more about your activities. You have 45 mea, 


You want to increase it to 46. Where are these people located, all iy 
the District of Columbia ? 

Mr. Granpey. Yes, sir. 

Mr. Tuomas. Your Bureau consists of three divisions, the Division 
of Trade Practice Conferences, Division of Stipulations, and the 
Division of Small Business. 

Off the record. 

(Discussion off the record.) 


DIVISION OF TRADE PRACTICE CONFERENCES 


Mr. Tuomas. Give us something about your workload. How many 
sases, how many conferences have you had during the past year! 
How many do you intend to have during the next year? You have 
set that out on pages 68 and 69. You might insert that in the record. 


1“Revaluation of Commission’s Responsibilities” before the 1953 Institute of Federal 
Antitrust Laws. 


2 Sec. 5 (a), 15 U. S. C., sec. 41-58. 


Wor! 
App! 





ye and 
Ve in. 
'Y the 
Means 
” 


“pre 
tition 


meh, 
LI in 


‘sion 


the 


189 


(The justifications are as follows :) 


Workload statistics for fiscal year 1954—Trade Practice Conference proceedings 


Applications and authorized conferences : 
Number pending July 1, 1953 
New proceedings instituted 


Total proceedings to be disposed of 
Disposition : 


Industries for which TPC rules were promulgated 
Industries for which TPC rules were revised and pro- 
mulgated 


Total number of industries for which the rules were 
promulgated 


Total proceedings disposed of 


Total proceedings pending June 30, 1954 
Number of conferences authorized during year 


Applications and previously authorized conferences in process____- 


TPC rules in force July 1, 1953 
TPC rules rescinded during year 


Administration work : 
Compliance matters pending July 1, 1953 
New compliance matters initiated during year 


Total for disposition 
Disposed of during year 


Pending June 30, 1954 

1Includes 5 approved for promulgation prior to July 1, 1953, but issued thereafter. 

Mr. THomas. Give us an oral statement on how many conferences 
you have had and what is the result of them. How many lawsuits 
have you avoided? How well do they stick to an agreement after 
youmake it? It costs about $308,000. Is it worth the money ? 

Mr. Granpey. Yes, sir; Mr. Chairman. 

Mr. Tuomas. How is it worth the money ? 

Mr. Granvey. As of February 1 of this year we have 160 industries 
under trade-practice rules. We have since July 1 promulgated 10 sets 
of rules for industries. 

Mr. Tuomas. What are some of the industries that met through 
your Bureau of Consultation and agreed to do this and the other, and 
what did they agree? Give us some of the industries. 

Mr. Granvey. The Soil Conditioning Industry is one. We had a 
great deal of investigation and some litigation concerning that indus- 
try. It isa new industry. 

Mr. Tuomas. Do you have automobiles, steel, some of the big giants ? 

Mr. Granvey. We have the scrap-iron industry. 

Mr. THomas. Oil? 
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Mr. Granvey. No, sir. We have no rules for oil. We did haye 
and they were rescinded. 

Mr. Tuomas. Then there is is monopoly in oil, steel, rubber or any of 
those big industries, is there? 

Mr. Howrey. This is a voluntary procedure and they did not come 
in and seek to have trade-practice conferences. Why, I do not knoy, 
We do not promulgate and force these rules on them. They have tole 
voluntary. They come in voluntarily. 

Mr. Toomas. That Bureau is just set up for the little folks. They 
come in and voluntarily agree? 

Mr. Howrey. It is only set up for people who will cooperate volun. 
tarily. As to people who will not, the rules are not worth anything 
because they are in the nature of an advisory opinion really, applying 
the law as we know it to the industry and the language of the industry, 
and they have done a great deal of good. I do not think steel or 
automobiles have rules. Does scrap steel have rules ? 

Mr. Granpvey. Iron does. It is quite an old set of rules and needs 
revision. 

Mr. Howrey. One of the troubles is that the Department of Justice 
back in the early part of President Roosevelt’s administration looked 
at all of our trade practice rules and frowned upon them, and asked 
that we cancel all of them, which we did. Then we rewrote them. 
The reason they frowned upon them is they thought some of the indus- 
tries were using them as a cloak for illegal arrangements, though the 
Commission was very careful then, I think. 

Now we have set up a new procedure. Since I have been there we 
do not initiate any rule or any conference without first getting the 
approval in writing of the Attorney General’s Office, or Assistant 
Attorney General in charge of antitrust. We keep him advised step 
by step. We do not approve them or promulgate them finally until 
he has agreed. We have had some cases where he would not agree. 

Mr. Tuomas. Does this Bureau have any jurisdiction or say-so! 
Suppose some of the big boys wanted to merge? Do they come to 
this Bureau? I saw where some of the steel boys wanted to merge. 
Did they come to you? 


AUTOMOBILE COMPANY MERGERS 


Mr. Howrey. The Justice Department had that. We have this 
liaison arrangement. We did approve the Kaiser-Willys merger. 
They submitted all their data. The reason we approved it was this— 
I do not know whether this should be in the record. 

Mr. Tuomas. It has been in the newspapers. 

Mr. Howrey. They were losing volume. They were losing 
position 

Mr. Tuomas. Ford and General Motors had them just about on 
the ropes? 

Mr. Howrey. I would not want to say that, that is that we approved 
it because of that. 

Mr. Tuomas. I am saying what is in the newspapers and what every- 
body knows, I might add. 

Mr. Howrey. They did not have a complete line of products. 
Willys had the jeep and station wagon but not a full line of pas- 
senger cars. Kaiser had passenger cars but not the station wagon 
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and the jeep. They needed better access to raw materials. They 
needed better distribution. They needed various things to enable 
them to compete with Ford and General Motors. We thought in that 
case, although it involved a lot of money, we felt by permitting them 
to merge it might revitalize competition in the automobile industry. 

Mr. Yates. You mean there is no competition there now? 

Mr. Howrey. There is great competition 

Mr. Tuomas. You mean competition within the family ? 

Mr. Howrey. There was competition but the small companies were 
losing position and losing it fast. 

Mr. Tuomas. Did the Commission look into the automobile situa- 
tion? Every newspaper, particularly, we will say in June, July, Au- 
gust, and September, would be having an article that all the little 
automobile makers, including Chrysler, were on the ropes, that Ford 
and General Motors were just freezing them out. Did the Commis- 
sion take a look into that? The public was tremendously interested 
in it because there were so many newspaper articles written on it. 
Did your investigative staff ever take a look at it? 

Mr. Howrey. If I may answer that, under our arrangements with 
Justice, they are looking into the automobile industry and we are 
looking into the automobile parts industry. They have investigations 
pending in the automobile field. There was a resolution introduced in 
Congress by Mr. Crumpacker, I think, from Indiana, that the Com- 
mission look into that. That resolution was not passed. Under our 
liaison arrangements we are not making a general investigation of the 
automobile industry. 

Mr. Yates. What do you mean by a “look into it”? Investigate the 
competition or lack of it? Was that his resolution ? 

Mr. Howrey. He offered a resolution—he wanted us to make what 
we call an “economic investigation.” 

We made one of the automobile industry in 1939 and issued a report 
which is still the best working data for the automobile industry. 

Mr. Yates. That is obsolete now ? 

Mr. Howrey. Yes. He wanted us to make some similar economic 
investigation of the automobile industry at present. We haven’t done 
so. The reason we have not is that Justice is investigating them. 


DISPOSAL OF RUBBER PLANTS 


Mr. Tuomas. The Government has up for sale some 26 or 27 rubber 
plants. The people that would be most naturally interested in the 
rubber plants would be the people in the rubber business, plus some 
chemical people. Has anybody called upon the Commission to make 
an investigation and study of it to see if that 

Mr. Howrey. No. Under the act of Congress, I think I am correct 
in saying, Congress required the Attorney General to approve all of 
those sales from an antitrust standpoint and did not ask us to do so. 

Mr. Tuomas. Has anybody ever called upon you to make an inves- 
tigation to see if there would be a violation of any branches of the 
antitrust laws, or if it would tend to strengthen monopoly in the 
country 

Mr. Howrey. You mean the sale of these synthetic plants? 

Mr. Tuomas. Yes. 


58616—55—pt. 1——13 





192 



























Mr. Howrey. No one has, and we have not done so. Congress spe. 
cifically directed the Attorney General to do what you suggest. 

a Tuomas, You have not looked into automobiles, rubber, ¢ 
steel—— 

Mr. Howrey. I do not participate in rubber cases because I used 
to represent one of the rubber companies in private practice. Buy 
the Commission has had numerous investigations throughout the year 
of the rubber industry, and there are several cases pending. 


INVESTIGATIONS OF BIG INDUSTRY 


Mr. Tomas. What are some of the big industries that you ar 
taking a look at this year? You are not taking one at rubber, steel, 
the automobile industry? What are the big industries? 

Mr. Howrey. Our big investigations right now have been in the 
coffee field, the insurance field, and in the merger field. 

Mr. Tuomas. Insurance cannot be too big because you have very 
limited jurisdiction. 

Mr. Howrey. The health, accident, and hospitalization insurance 
tield has grown from practically nothing to a $3 billion business iy 
the last 10 or 15 years. It is an enormous business. 

Mr. Tuomas. What I am getting at is that you hear a lot of talk 
everywhere that the Federal Trade Commission is not looking into 
the big industries, that of the volume business, the big volume of busi- 
ness, but they are looking into the little fellow. That is more or less 
a common statement. Of course, the big industries are some of those 
that I just detailed to you. 

Maybe the food industry is part of it. 

Mr. Bascock. I have investigations in my office of almost every 
major company, oil, rubber, steel, milling. All the basic industries 
are the object of some type of investigation at all times by the Federal 
Trade Commission. 

Mr. Tuomas. You had better elaborate on that. 

Mr. Yates. What do you mean by “some type of investigation”? 

Mr. Tuomas. You have mentioned that and you had better elaborate 
further on that. Give us more detail. 

Mr. Bascock. There are three big rubber companies on which we 
have been investigating for 3 years. It involves price discrimination 
by their suppliers, which is a major type of investigation under the 
Robinson-Patman Act. 

Mr. Tuomas. You are getting a lot of squawks on that. 

Mr. Bascock. They function as jobbers as well as utilizing some of 
the products themselves. 

Mr. Tuomas. The little industries cannot compete with them. What 
has happened to those investigations of rubber and oil? Stop right 
there. 

Mr. Bascock. They are ready for endorsement to the Commission. 
I cannot tell this committee how involved and toilsome it has been to 
assemble what we believe to be the necessary information to proceed to 
trial in those matters. When we go to trial, gentlemen, we have to have 
evidence to introduce. 

Mr. Tuomas. I believe you told me a while ago that you did not 
know what happened to these cases after you investigated them. 
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Mr. Howrey. He knows but is not responsible. 

Mr. Bascock. I know what I recommended. 

Mr. Tuomas. What amazed me in your original statement a little 
while ago was that you did not know what happened to them. I could 
not imagine anyone going out and doing investigative work, that is, 
one of the most important jobs, and not follow the cases on through. 

Mr. Bascockx. Perhaps I did not do myself justice at that point. I 
make the investigation, and I do know of subsequent developments 
through the project attorney. 

Mr. Tuomas. What other major investigations have you under- 
taken or are you undertaking right now besides rubber and oil ? 

Mr. Bascock. We just mentioned four of the principal ones. I did 
not know what cases you had reference to because I have 25 cases in- 
volving verious types of practices in which radio companies are asso- 
ciated in one manner or another, all the way from claims for cover- 
age—— 

Mr. Tuomas. Do you have a case there dealing with automobiles? 

Mr. Bascock. Yes, I have one against General Motors that I can 
think of offhand that I was dealing with yesterday. 

Mr. Toomas. What is the nature of it ? 

Mr. Bascock. It has to do with the fact that only genuine parts can 
be secured from General Motors Co., and that they cannot be secured 
from some place else, whereas it is claimed that the same parts sold by 
General Motors are also sold by independent distributors and could be 
secured and could be characterized as genuine parts. That is perhaps 
asmall matter, but it is seriously urged. 

Mr. THomas. It is not a small matter to these parts people. 

Mr. Bascock. The other aspect is that many people claim they are 
getting spurious parts. 

Mr. Howrey. Our investigations have to be brought under a section 
of the statute we administer. When I was talking about general in- 
vestigations, I was talking about an economic study of the whole in- 
dustry such as we are making now on mergers. 


BUREAU OF ECONOMICS 


Mr. Tuomas. Tell us about your Bureau of Economics. Mr. Re- 
porter, insert in the record page 75. 
(P. 75 of the justification follows :) 


BuREAU OF Economics 
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Allotment, | Requested, 

















| fiscal year fiscal year Difference 
1955 56 
Divisions _ 
| Posi- | Posi-| Posi- | 
| tions | Amount tions | Amount tions Amount 
} | 
Office of the Director............---------------------| (2 | gi7,000| 2! $17,000 |_|. 
Economic Evidence and Reports... ...~..------------| 34 | 206,300 | 37 | 224,800 3 | $18, 500 
PIAHIES NONI atin nanos nso ke scan cannes. | 23] 119,000) 47 | 239,000; 24 120, 000 
Total, personal services-.--......---.--.- Jasin 01 342, 300 86 | 480,800 | 27 138, 500 
Travel and other expenses..........-..2.--..-.-------|------] 20, 800 |__- 26, 050 |. 5, 250 





I anon eed 59 | 363,100 | 86 | 506, 850 27 “143, 750 
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The work of the Bureau of Economics falls into three categories: First, assist. 
ance in the development, investigation, and trial of the Commission’s anti. 
monopoly cases ; second, the preparation of reports on public questions having to 
do with competition and monopoly; and third, the preparation of quarterly 
summaries of balance sheet and income data of United States corporations, 

Mr. Tuomas. I believe you want to jump your employment from 
59 to 86 at a cost increase of $143,750, bringing it to a total of $506,850, 


FINANCIAL REPORTS 


An amount of $125,250 of that is for an increased number of finan- 
cial reports which the Budget Bureau, the Department of Commerce, 
and the Council of Economic Advisers are all urging you to do, 
How many different types of financial reports do you have in con- 
templation ? 

Mr. Levin. There is only one type contemplated, and that is the 
quarterly financial report. The reports on concentration are economic 
reports. 

Mr. Howrey. Tell him what are in those. 

Mr. Levin. May I take 5 minutes of this committee’s time—— 

Mr. Tuomas. We would like to listen to you for an hour. We 
listened to the Chairman for an hour and 5 minutes. 

Mr. Levin. For the record, may I say that I am a statistician and I 
am pinchhitting in a dual capacity. President Eisenhower stated in 
his Caan message of this year: 

We do not have all the statistical information required in our dynamic 
economy. I am therefore recommending 

Mr. Tuomas. I bet a horse that Professor Burns put that in. I bet 
that was his contribution to that speech. 

Mr. Levin. No, sir; I am of a different viewpoint, as I think I will 
point out. I think this was contributed by the Congress of the United 
States. 

Mr. Yates. Would you call that the understatement of the year! 

Mr. Levin. Yes, sir. 

I am therefore recommending a governmentwide effort to improve statistics 
in those areas where our work has been most handicapped by incomplete infor- 
mation. For the first time—— 

Mr. THomas. You mean the President has been reading these re- 
ports ? : 

Mr. Levin. Well 

Mr. Howrey. We send them over to Dr. Burns before they are 
printed because he wants them quickly. He meets with the President 
twice a week. 

Mr. Tuomas. Do you think the doctor reads them ? 

Mr. Howrey. Absolutely. He reads everything. 

Mr. Levin. For the first time the budget document this year con- 
tains a separate statement in which budget recommendations for 
major statistical programs are summarized on a subject matter basis. 
Inclusion of this statement is in accord with the recommendation 
made last summer by the Subcommittee on Economic Statistics—— 

Mr. Tuomas. We are familiar with that. What are you going to 
do with that $125,250 extra for this year ? 

Mr. Levin. Yes, sir. Then may I go to the budget statement? 
On page 1203 of the budget I would like to read 1 sentence and on 
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age 1204,.3 sentences—being a statistician, these are precise esti- 
mates. On page 1203 the “Special analysis I” states as follows: 

This analysis presents the current and recommended levels of the major eco- 
nomic statistical programs of the Federal Government. 

On page 1204—— 

Mr. THomas. Now do you mind answering my question rather than 
giving me that stuff? Iam asking what are you going to do with that 
125,00 
' Mr. Levin. Four things. We hope to be able to draw a new sample 
to make estimates for trade and mining corporations, as well as manu- 
facturing, to make preliminary estimates for the various parts of the 
Government 

Mr. Yates. Estimates of what? 

Mr. Levin. Estimates of profits, sales, and liquidity. 

Mr. Howrey. Tell them what is in one of those. 

Mr. Levin. Briefly, it is a condensed profit-and-loss statement and 
balance sheet. 

Mr. Yates. That is what we get from you periodically ? 

Mr. Levin. Yes. 

Mr. Tuomas. As to that, what is the circulation? 

Mr. Howrey. It is extended to trade and mining 

Mr. THomas. What’s the circulation in the number of copies? 

Mr. Levin. I believe there are approximately 8,000. 

Mr. THomas. And costs what? $13,000 for printing and binding? 

Mr. GLENDENING. About $350 a quarter for actual printing costs. 

Mr. Howrey. This is done jointly with the SEC? 

Mr. Levin. It covers all costs of reports by the Commission. 

Mr. THomas. What does it cost you to print these financial reports? 

Mr. Levin. According to Mr. Glendening’s figures, it is $1,400 a 
year’. 

. Mr. Tuomas. Is that the total? 

Mr. Yates. That is for his reports. 

Mr. GLENDENING. That is our printing cost for the financial re- 
ports. We do that in our own printshop. 

Mr. THomas. I see the lawyers want $$11,000 for more books. 

Mr. Howrey. May I just add a word to Mr. Levin’s statement. 
I have found this to be a very important activity. We have an 
economy that is three-hundred-fifty odd-billion dollars, and one of 
Government’s jobs is to watch that economy, try to prevent depres- 
sions, try to prevent booms, and try to forecast. Every corporation 
in the country, sizable corporation, has a marketing analyst. He 
studies the situation 

Mr. THomas. You area practical man. You do not mean to say, or 
intimate, that these studies advising the people of what is going on 
would prevent these depressions. Would you not rather go to a 
national meeting of purchasing agents from every section of the 
country, and hear them talk, and get a composite view of their ideas? 
That is worth a thousand times more than this report which may 
be 3 to 6 months old? 

Mr. Howrey. I certainly would not. I will tell you why. Let 
us reduce it to business. Let us leave Government out of it. 

Mr. Tuomas. These are businessmen. 
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Mr, Howrey. When a corporation is going to go out and build, 
new plant, or switch to a new product, they do not go to their 
purchasing agent. They go to their marketing man. They have, 
marketing research man. He has collected all the figures. He has 
collected all the salés in that area on that product, and he forecasts 
what they might do. Companies spend millions of dollars, based 
on what that forecast is, what those marketing people men tell them, 
That is about all this thing is. They have to the statistics in order 
to forecast. Business does it a lot more than Government and does 
it more quickly. One of the chief criticisms we have had of our 
— is that they are so late, that they come a quarter or two 
ate. 

Mr. Tuomas. That is what I said a while ago. 

Mr. Howrey. These figures are important. 

Mr. Tuomas.. Of course, if a company is going to set up a new busi- 
ness in a certain area, they are going to put their marketing and their 
sales boys in there to find out what that market is. 

As a matter of fact, they usually know before they ever begin to 
think about putting a new plant up there because if there wasn’t busi- 
ness there they would not think of putting up a new plant. So how 
are your reports going to help them ? 

Mr. Howrey. It helps them to show what the profit has been. 

Mr. Tuomas. It is not going to show the profit down in the south- 
east corner of Ohio where they will put this plant. 

Mr. Howrey. One of the things this President and his predecessors 
have done, is to give the closest attention to the state of our economy. 
Another depression would be ghastly. They have spent a great deal 
of time and effort in trying to watch that economy and trying to 
forecast 

Mr. 'Tuomas. Did you ever get one of these economists to give you 
a yes-or-no answer on what is going to happen in this country 3 or 6 
months from now economically? Just name all of the various heads 
of the Council of Economic Advisers. Start in with Dr. Nourse, Dr. 
Keyserling, Dr. Burns, and if you can pin them down to give you a 
yes-or-no answer on giving anything dealing with their field, you are 
better than this committee is, because I assure you we try every year. 

Mr. Howrey. They have to have statistics to work on. Our econ- 
omy is different from what is used to be. I notice in reading the ap- 
pointments of the President, he meets with his two economic advisers 
regularly twice a week. Iread it inthe paper. That is how I happen 
to know. They plan these big projects like roads and various other 
things because—— 

Mr. Tuomas. I thought that was our old friend Lucius Clay. 

Mr. Howrey. He organized it, but the need for public works cer- 
tainly is determined in part by what these people forecast, as to what 
is going to happen to our economy. 

The thing that I would like would be to have enough money so that 
these reports can be issued when they are fairly up to date. How late 
are we? About a quarter ofa year late? 

Mr. Levin. Yes; 3 to 4 months late. 

Mr. Yates. Mr. Chairman, does the list on pages.1 and 2 of the 
statutory authorities included in the Federal Trade Commission con- 
tain its entire duties? Does it have any others than those that are 
contained in those pages? 

Mr. Howrey. It is meant to be all inclusive. I believe it is. 
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DECREASE IN EMPLOYMENT SINCE COMMISSION’S INCEPTION 


Mr. Yates. In response to a question by Mr. Thomas you stated 
that the Federal Trade Commission had more employees in 1914 than 
it does now. Can you amplify that statement? Do you know how 
many you had then in contrast to what it has now ? 

Mr. Howrey. I don’t believe I can state precisely. I believe we 
had close to 800 employees at one time, at the peak. Whether that was 
in 1914 or not, I am not sure. I think we had more employees, prob- 
ably not a great many more. 

Mr. Yates. It is obvious that the duties of the Commission have 
increased since that time, is it not? 

Mr. Howrey. Yes. The duties have increased a great deal since 
then. 

Mr. Yates. Is it obvious, too, that the field which the Commission 
is supposed to serve, namely, the etnire business activity, entire indus- 
trial activity of our Nation has increased since that time, too? 

Mr. Howrey. Yes. 

Mr. Yates. Do you have any figures which would show a compari- 
son between what the situation is now and what it was then? 

Mr. Howrey. I can’t take you back to 1914. I do have the figures 
comparing 1940 with 1953, if that would be helpful. 

Mr. Yates. Where does that appear? 

Mr. Howrey. On page 7 of my letter to Chairman Thomas, the last 
paragraph. 


ADEQUACY OF FUNDS TO PERFORM STATUTORY DUTIES 


Mr. Yates. The next question I ask you is this: Is the amount of 
money which you are requesting from this committee sufficient to 
enable the Commission to perform its statutory duties? 

Mr. Howrey. Well, I think it is. We asked the Bureau of the Bud- 
get for more money, and they have given us more money. We have 
analyzed the situation very carefully. I think with our increased ef- 
ficiency, which I think we have demonstrated under our reorganization, 
we are able to do the job. One of the reasons for that is this: We are 
gradually becoming more selective in our cases. As you know, most 
of our business used to arise, probably still does, by application for 
complaint from an individual competitor who feels he has been in- 
jured. Frequently it is from Members of Congress whose constitu- 
ents have brought various competitive practices to their attention. 
§ We used to investigate every complaint that came in. We are trying 

now to be more selective, picking out cases which we think have a 
broader public interest. By that method of selection and increased 
efliciency I think we will be able to do a good job. We, of course, could 
use more money. 

Mr. Yates. Wasn’t the original purpose of the law to give the Com- 
mission the power of initiating complaints in order to correct abuses? 

Mr. Howrey. Yes. 

Mr. Yates. So your last statement certainly doesn’t tell the entire 
story. When you say that the Commission used to proceed in the main 
upon complaints it received, and would investigate the complaints, 
Whereas now it tries to correct them on the basis of cases of that type, 
is not that far afield from the original purpose of the act? 
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Mr. Howrey. No, I think not. I think we are doing what Congress 
intended us to do. Our statute, you know, carries the words, “public 
interest” in it. That is a jurisdictional prerequisite. We are sup- 
posed to investigate and bring such cases forward that have a real pub- 
lic interest. Many of the cases which we have investigated I feel have 


been lacking in that jurisdictional prerequisite of public interest. 

Frequently when the case has come up after a full investigation to 
the Commission table, it comes up with a recommendation that this 
case does not have a public interest element, that it is really a competi- 
tive fight between two competitors. 

Mr. Yares. Is the converse of that statement true? Is the Con- 
mission taking action with respect to all cases that involve public in- 
terest that it should be taking action upon ? 

Mr. Howrey. I don’t know. 

Mr. Yares. In the entire economy ? 

Mr. Howrey. We do the best we can. 

Mr. Yares. That was the reason I asked you in my preceding ques- 
tion whether you had sufficient funds to deal with the functions of the 
Federal Trade Commission. 

Mr. Howrey. I think we can do a job with the money we have. 

Mr. Yates. I know you can doa job with the money you have. The 
question I am asking you is not whether you are doing a good job with 
the money you have; I am asking whether you could do a better job 
for the public if you got more money. 

Mr. Howrey. That is hard to prophesy. 


REDUCTIONS MADE BY BUREAU OF THE BUDGET 


Mr. Yates. How much money did you request from the Bureau of 
the Budget ? 

Mr. Howrey. We requested $5,368,900. 

Mr. Yates. How much did it grant you? 

Mr. Howrey. $4,300,000. They cut us down a million. 

Mr. Yates. They cut you down by approximately $1 million. Was 
there any suggestion made by the Bureau of the Budget where that 
reduction should be. What did it cut out? In other words, you 
asked for $5,368,000 worth in services. What services to the amount 
of $1 million were deleted from your request? 

Mr. Howrey. May I ask Mr. Akerman to answer that? 

Mr. AKERMAN. They actually cut out everything with the exception 
of the funds for the financial reporting, which was specifically 
authorized. 

Mr. Yates. That type of answer won't tell me what I want to know, 
when you say, “cut out everything.” I want to know what was cut 
out. What did you ask for that you didn’t get ? 

Mr. AxerMAN. We asked for more investigators, more trial at- 
torneys. We asked for 28 positions in the General Counsel’s Office. 
We are now requesting 2. 

Mr. Yates. What amount would that be? 

Mr. GLENDENING. Personal services, $163,400. 

Mr. Yates. That is represented by 28 positions ? 

Mr. GLENDENING. Yes. 

Mr. Puituirs. Does that include the trial attorneys? 
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Mr. AxerMAN. No. The Bureau of Litigation is the trial attor- 
neys. In the Bureau of Litigation we asked for 14 positions. 

Mr. Yates. In what amount? 

Mr. GLENDENING. $78,000. 

Mr. AKERMAN. We are requesting 3. 

Mr. Yates. I am interested in what was deleted by the Bureau of 
the Budget. Up to now there have been deleted 28 positions from the 
General Counsel’s office to the amount of $163,400, and 14 positions 
from the Bureau of Litigation to the extent of $78,000. 

Mr. Akerman. No, sir. In the General Counsel’s Office we asked 
for 28 positions, and we are now asking for 3. We deleted 25 rather 
than 28. 

Mr. Yates. May I suggest that the information I am interested in 
is what was deleted before you came to this committee. 

Originally, in response to that question, you said you had 28 posi- 
tions deleted from the Office of General Counsel. Apparently it is 
95 rather than 28. 

Mr. AKERMAN. Twenty-six. 

Mr. Yates. To the amount of how much ? 

Mr. GLENDENING. $152,400. 

Mr. Yates. You had 14 deleted in the Bureau of Litigation ? 

Mr. GLENDENING. Eleven. 

Mr. Yates. To the extent of how much money ? 

Mr. GLENDENING. To the extent of $63,000. 

Mr. Yates. What is the next item? 

Mr. GLENDENING. Bureau of Investigation. There were 63 posi- 
tions deleted. 

Mr. Yates. And how much money? 

Mr. GLENDENING. $260,350. 

Mr. Yates. Next is the Bureau of Consultation. How many in 
Consultation ? 

Mr. GLENDENING. Sixteen; $94,500. The next is Bureau of Eco- 
nomics. 

Mr. Yates. How much? 

Mr. GLenpDENING. Fifty-one positions. 

Mr. Yates. What is the amount of those positions ? 

Mr. GLENDENING. $192,500. 

Mr. Yares. Next? 

Mr. GLENDENING. There were 10 positions in the Office of the Ex- 
ecutive Director for General Services, and so forth. 

Mr. Yates. You mean secretaries ? 

Mr. GLENDENING. No, sir. That was the administrative functions. 
Ten positions; $33,000. There was one hearing examiner at $10,000. 

Mr. Tuomas. As a round figure, $800,000? 

Mr. Yates. We are short by $200,000. 

Mr. GLENDENING. For travel and personal expenses $254,750 was 
eliminated. 

Mr. Yates. That is travel ? 

Mr. GLENDENING. Yes; and general operating expenses. 

Mr. Yates. How much for travel? Have you a breakdown of that? 

Mr. GLENDENING. Yes, sir. 

Mr. Yares. Let us start with travel and see what the $254,000 is 
made up of. 

(Discussion off the record.) 
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Mr. GLENDENING. The reduction in travel was $110,500. 

Mr. Yates. What is the next item ? 

Mr. GLENDENING. The rest would be just general operating expense, 

Mr. Yates. Such as what? 

Mr. GLENDENING, Telephone, telegraph, rent, printing, supplies 
and materials, equipment, and so forth. 

Mr. Yates. That would amount to what? $150,000? 

Mr. GLenvDENING. Roughly. 

Mr. Yares. Other expenses, $144,000, including the reimbursemen, 
of other agencies? 

Mr. Gienventna. There is testing at National Bureau of Standards 
and Food and Drug Administration. 

Mr. Yates. What does that mean ? 

Mr. Tuomas. There is insurance, 01 down to 011. 

Mr. GLenpvENtNG. There is $10,000 for testing. 

Mr. Yates. Does that mean you won’t have any testing ? 

Mr. Putturps. The testing wasn’t in the $254,000. 

Mr. Howrey. Did they delete anything on testing? 

Mr. GLENnDENING. No, they didn’t specifically delete anything. We 
didn’t have money enough to put into it, as much as we anticipated. 

Mr. Priures. You have only $8,900 to account for. 

Mr. Howrey. We pay the Bureau of Standards and the Department 
of Agriculture to do some testing. 

Mr. GLENDENING. That completes my answer, Mr. Yates. 

Mr. Yates. Does the deletion of the approximately $1 million mean 
that the activities of the Federal Trade Commission will necessarily 
be curtailed ? 

Mr. Howrey. No. It means that they won’t be expanded as we 
would like to have them expanded. 

Mr. Yates. When you say that you w ould like to have expanded 
them, does that mean that the activities in the Federal Trade Com- 
mission require expansion to protect the public interest? 

Mr. Howrey. I think those questions are hard to answer. 

Mr. Yates. I am asking your opinion because you asked for $1 
million more. 

Mr. Howrey. We wouldn’t have asked for the $5,368,000 if we nad 
not felt that we needed the money. The Bureau of the Budget in 
their greater wisdom decided we did not need that much. 

Mr. Yates. Obviously, you asked for the extra amount of money 
because you felt that the public interest required it or else you would 
not have asked for it; isn’t that true? 


RELATIONSHIP WITH JUSTICE DEPARTMENT ANTITRUST DIVISION 


Mr. Howrey. I think that is self-evident; yes. I think it might be 
helpful to you if I would add that we have two agencies of the Gov- 
ernment—maybe others—that are tilling the same fields but with 
different tools. 

Mr. Yares. When you say “two agencies,” which do you mean ? 

Mr. Howrey. The Antitrust Division of the Department of Justice 
and the Federal Trade Commission. 

Mr. Yates. In an earlier response to a question by Mr. Thomas you 
stated that you attempt not to duplicate the field of activity of the 
Antitrust Division of the Department of Justice. The Department of 
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Justice is now, according to the information you have received, under- 
taking an investigation of the automobile industry and therefore you 
are not looking into the automobile industry. Do I state, your pre- 
vious statement accurately ? 

Mr. Howrey. Substantially, with one qualification; that is, we do 
have cases against automobile companies. We have one against Gen- 
eral Motors involving this parts situation. We are not making any 
general investigation of the automobile industry as such. 

Mr. Yates. The question I should like to ask you is whether my 
understanding of previous years is correct in that the Department of 
Justice depended almost exclusively upon the Federal Trade Commis- 
sion for the economic preparation of its antitrust cases; is that correct ? 

Mr. Howrey. That is not correct. 

Mr. Yates. Does the Department of Justice have its own Economic 
Division ¢ 

Mr. Howrey. Yes. They have more economists than we do, or as 
many. 

Mr. Yares. Isn’t this a duplication of the function, then? 

Mr. Howrey. No. 

Mr. Yares. I was under the impression that in certain cases, going 
back 10 or 15 years, that the Federal Trade Commission was responsi- 
ble for supplying the economic data upon which the Department of 
Justice relied in its prosecutions. 

Mr. Howrey. I think that some of our economic investigations have 
been helpful to Justice in their casework. They have their own econ- 
omists. Mr. Edwards, in fact; was the head of their Economic Divi- 
sion before he transferred to the Federal Trade Commission. George 


Stocking, who is now head of Vanderbilt University in the economics 
department, used to be the head economist for the Department of 
Justice. 

I was in the Antitrust Division in 1927-28, and I think even then 
they had their own economists. _ 

We have overlapping jurisdiction, but you have to ge back again to 


the original concept of the administrative agency. ‘The Department 
of Justice is the prosecutor. They administer what is referred to as a 
criminal statute, the Sherman Act. 

Mr. Yates. Do they not go for civil decrees? 

Mr. Howrey. Yes; as much if not more than criminal cases. They 
have a large number of criminal cases also. It is a criminal statute 
in that it has criminal provisions. 

After the Standard Oil case and the Tobacco case in 1912 there was 
a great deal of demand for the administrative approach to trade regu- 
lation. That was in the political platforms of the Republican Party 
in 1912 and the Progressive Party of Roosevelt in 1912. 

Mr. Yates. Teddy Roosevelt ? 

Mr. Howrey. Yes. Then President Wilson, when he came into 
office, was first opposed to the idea and then liked it, and he advocated 
an administrative agency to supplement the work of the Department 
of Justice. They gave them jurisdiction, particularly in the Clayton 
Act, over the same offenses. We were to use the administrative ap- 
proach. We were to try to deal with the things in their incipiency 
and issue cease-and-desist orders, which do not have all the attributes 
of a court decree, and, of course, have no criminal provisions. 
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We were to till the same soil but with different tools. We were to 
practice what might be called preventive law instead of acting as the 
rosecutor. Justice was the prosecutor and brought the prosecution, 
Je have developed, working in the same field, a laison arrangement, 
developed before I came in, and we have tried to improve on it by 
bringing it up toa higher level. Judge Barnes and I meet frequently, 
If we have a case that we think is a deliberate, willful case, they take 
it. If they have a price discrimination case which comes to their 
attention, although dae have the same authority to enforce section 2 
(a) of the Patman Act, they have asked us to do it. That is the way 
we have worked together. 

In Justice they have the FBI, so they not only have their appropria- 
tion, which is about the same as ours, but they have the FBI to hel 
them make their investigations. So, when you are talking about this 
field and the total money which is being spent, you have to take our 
appropriation and add the Antitrust Division’s appropriations and 
add that portion of the FBI investigation that is involved in antitrust 
work. They do all their own investigating. We don’t do any of it. 

Mr. Yates. Do you know how much the Antitrust Division of the 
Department of Justice gets? 

Mr. GLENDENING. It is about $3 million. 

Mr. Howrey. Isn’t it closer to four? Then you add the FBI part. 

(Nore.—Antitrust Division appropriation for 1955 is $3,100,000. Request for 
1956 is the same.) 

Mr. Yates. All of the FBI? 

Mr. Howrey. No; that which is devoted to antitrust. The 3 or 4 
million dollars Justice gets, none, as I understand it, goes to investi- 
gation, but all goes to prosecution. The investigating budget, as I 
understand it, is under the FBI. 

Mr. Yates. What you are saying is that now we have approximately 
a combined appropriation of $8 million to supervise an industrial 
economy which produced a national income in 1953 of $305 billion! 

Mr. Howrey. That is correct, except, of course, these laws are 
administered, the Robinson-Patman Act, all of the Clayton Act, and 
the merger provision, insofar as it relates to banks, that is admin- 
istered by the Federal Reserve Board and is under their appropria- 
tion, with reference to the airlines it is the CAB, with reference to 
the railroads it is the ICC, with reference to 2 or 3 others in there, 
and so all of these regulatory agencies deal with the regulation of 
our economy. I think if you would 

Mr. Yates. For different purposes ? 

Mr. Howrey. Also for the same purpose, monopoly and restraint of 
trade. I think if you would limit your statement to the great manu- 
facturing, wholesaling, and retailing portion of our economy that is 
not regulated by the other agencies your statement about the FTC 
would be correct. 

Mr. Yates. I took the figure that you had on page 7 of your docu- 
ment, $305 billion, which 1 understood was what the Nation’s income 
was, and I assume it was meant to relate to the activity of the 
Federal Trade Commission. 

Mr. Howrey. Perhaps we should have been more explicit. It was 
meant to dramatize the fact that we had a bigger job to do now than 
we had in 1940 and that we did not want our adget cut any. 
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Mr. Yates. Does this mean that you don’t have any jurisdiction over 
false and misleading advertising ‘of banks, assuming that banks do 
that ¢ 

Mr. Howrey. No, I don’t think it means that. It means that we 
don’t have exclusive jurisdiction over any section of the Clayton Act, 
that is, price discrimination, exclusive dealing, mergers and interloc k- 
ing directorates. We have no jurisdiction over b: inking, either as to 
the Clayton Act or as to the Federal Trade Commission Act. Am I 
correct in that? 

Mr. Kintner. Yes. 

Mr. Yatrs. There may be cases in which the jurisdiction of the 
(Commission would attach even to those industries which were excluded 
under your previous statement for certain purposes ¢ 

Mr. Howrey. That is correct. Our jurisdiction as between the 
Clayton Act and the Federal Trade Commission Act does vary slightly. 


ADEQUACY OF 1956 BUDGET 


Mr. Yares. In your opinion, is this an adequate appropriation to 
deal with such a huge industrial economy ? 

Mr. Howrey. I would like to answer that question this way—you 
won't think it is a satisfactory answer—we couldn’t, in my opinion, 
successfully administer the law under our jurisdiction with less money 
than we are requesting. We think we can do it adequately with the 
present amount. We requested $1 million more. We didn’t get it. 
I don’t think any agency gets what they would like to have in the way 
of money. 

Mr. Yares. Mr. Chairman, I gather the impression that you think 
you could have done a better job if you had gotten the extra million 
dollars ? 

Mr. Howrey. I think we could have expended the $1 million very 
well, 

Mr. Yates. “In the public interest.” May I amend your answer to 
that extent ? 

Mr. Howrey. Yes. 

Mr. Secnrest. I think it is strictly a matter of degree. To wholly 
enforce these laws, you could spend $100 million. For instance, take 
furalone. There are probably 1,000 fur shops in the country that are 
not labeling properly. They come to us on complaints of a com- 
petitor. We rely considerably upon what the court does. In the last 
few days in New York the first fur case came before the court. The 
man was fined $5,000, and the judge said that if it had not been the 
first case there would have been a jail sentence. I assume within the 
New York area that one fine, plus the threat of the jail sentence to 
anyone else who is brought in for the same thing, will do more to 
enforce the Fur Act in New York than a $1 million appropriation 
spent up there running around to each of the fur stores. 

When it is a matter of money, we certainly could use it. The figure 
requested, we thought, would be a judicious one, but it does not mean 
that a lesser figure will completely negate all the laws that we are 
supposed to enforce down there. 

Mr. Yares. I think that is a fair statement. 

Mr. Tuomas. That is perfect. 
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Mr. Yates. Yes. I think it is a fair statement, except I am dis. 
turbed by its relationship to what the Commission seems to be doing, 
and that is the Commission picks out 1 industry or 2 industries 
for its major investigations and apparently the remainder of the 
economy is forgotten. 

. Inresponse to a question by Mr. Thomas, who asked you what major 
investigations were being undertaken 

Mr. Securest. I think I might add further that the Congress or any 
committee of Congress could request us to conduct an investigation 
into %: particular thing. 

Mr. Yares. Yes, Mr. Sechrest, but my point is that this is the Con- 
mission’s function rather than that of Congress. Congress may sug- 
gest certain things, but I think in its inception, certainly, and in the 
intention of most Members of Congress now, the job of supervising 
the economy is that of the Commission, and that the Commission 
should be in a position of making sure that the functions delegated to 
it by the Congress are actively carried out. 

I for one want the Commission to perform its function. That is 
why I am interested in providing as much money for the Commission 
as it needs to protect the public interest. That is the reason for my 
questioning. I was surprised when he only asked the Bureau of the 
Budget for $5,300,000. I would think that a huge industrial economy 
such as we have today would require much more money to do an ade- 
quate job. 

I was disturbed about his response to Mr. Thomas’ question earlier, 
namely, that we are conducting a major investigation in this field or 
in that field. It seems to me that when the Commission does this it lets 
the other industrial fields go. I assume this is because you don’t have 
enough money and enough of a staff to look at the other fields at the 
same time. I think it is something that should not take place. I see 
that both you and the chairman want to answer my statement. I am 
perfectly willing to have you do so. 

Mr. tian. I will defer to Mr. Sechrest. I want to correct what | 
think is a misunderstanding of my testimony. 

Mr. Securest. Take, for instance, the insurance investigation. 
There are approximately 1,100 insurance companies in the health and 
accident field. They wrote to every single company, with the coopera- 
tion of insurance-company organizations. They asked them for all 
the advertising they had used in papers, circulars, pamphlets, I think, 
for the last 3 years. Then they asked them to send in a sample of every 
policy they had issued, and many of those companies issue many poll- 
cies. In came carloads of literature. The policies had to be carefully 
read by an attorney and eee with the advertising. To do that 
with 1,100 companies, with all those things that have to be done cor- 
rectly, because upon the basis of those we have issued 23 complaints. 
and 4 of those 23 companies are the 4 biggest in the United States, isa 
difficult problem. They were not picking out little companies. When 
those complaints are worked up they have to be done with absolute 
care because your whole case hangs on the complaint that you issue 
originally and the pleadings to it. 

If you want to go into 10 fields similar to insurance, you could prob- 
ably investigate 10 fields, but it would take a tremendous amount of 
money. 
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Mr. Yates. That is the point Iam making. If the 10 fields require 
investigation at this time should they not be investigated ¢ For ex- 
ample, the auto parts is another major investigation. You do not 
contend that because you are investigating the insurance field you 
should not be investigating the auto-parts field at the same time, or if 
some companies in the oil industry are engaged in what the Commis- 
sion believes to be monopolistic practices, why shouldn’t they be 
investigated as soon as possible, too? The point I am making is that 
the Commission is only performing a ani function of what the 
Congress delegated to it if it undertakes one investigation to the 
exclusion of others. 

Mr. Securest. The Commission asked for what it thought it could 
judiciously use. If this committee and the Congress restores the 
amount the budget took away from the Commission in its request, that 
money can be spent judiciously —— 

Mr. Yates. Under the same type procedure of undertaking 1 major 
investigation at a time rather than 2 or 3 or 4 or 5? 

Mr. Securest. You can only undertake what your personnel will 
permit you to undertake. 

Mr. Yates. That is my point. Iam not criticizing you for what is 
happening. I think perhaps you were not getting enough money to 
handle the job properly. The fact that I am on this side of the table 
does not mean that I am opposed to you. 


INVESTIGATIONS BEING CONDUCTED 


Mr. Howrey. I would like, if I may, to make a couple of comments. 
[ think there may be a little misunderstanding, and I probably mis- 
stated the situation about our investigations. 

When I refer to general investigations, I refer primarily to eco- 
nomic investigations that result in a printed report as distinguished 
from our case work, or like the insurance investigation which was 
started by resolution. 

In our case work—I think Chairman Thomas will be interested in 
this—we are not limiting it to 1 or 2 industries or 3 industries. I 
think every industry in this country is involved in one way or another 
inthe Federal Trade Commission. And in the steel industry, which 
was brought up this morning, we put our heads together at noon, and 
I would like Mr. Sheehy to tell you what cases are involved in the 
steel matter. 

Mr. Sureeny. The Commission has an outstanding order issued 
about 3 years ago to cover the entire industry, a price-fixing order 
based upon the formula system of pricing that the industry was using 
at that time. Since then it has conducted several investigations 

Mr. Tuomas. You mean the basing-point system ? 

Mr. Surruy. The freight-book system and the formula system that 
they were using at that time for pricing steel. Since that time it has 
conducted a number of investigations in various phases of the steel 
industry. One was particularly important because of the construc- 
tion boom. That covered gutters and downspouts, generally classified 
as rain goods in the industry. 

Mr. Tuomas. What happened to the basing-point investigation ? 
_Mr. Sueeny. An order was issued against the industry, and prac- 
tically the entire industry, approximately 100 manufacturing com- 
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pee were covered in that order, received an order to cease and 
esist. 

The rain-goods industry, a price-fixing case, was settled with , 
consent order recently. That order has now been issued, I believe, 
If not, it is in the process of issuing. I think it is out. The order 
has been agreed to and has been accepted by the Commission. 

We have in litigation right now a complaint involving the entire 
scrap-steel industry, without which steel could not be made, which in 
itself is an industry in excess of $1 billion a year. Some hearings 
have been held. We are charging that there are exclusive dealing 
arrangements. It includes both the major scrap company of the coun- 
try, a company that has in excess of 50 percent of all the scrap busi- 
ness, and it involves several of the major steel-manufacturing con- 
panies. The agreements that we allege exist between those companies 
are that this particular supplier freezes out the small scrap dealers, 
or that they are required to channel all their scrap through this one 
source into the mills. 

We have a complaint outstanding against the steel-drum industry, 
which is a substantial segment of the steel industry and includes many 
of the top steel-manufacturing companies in the steel business. That 
complaint has not yet gone to trial. There have been negotiations 
looking toward a consent order. I think those will be completed 
within a week and we will know whether they are going to take an 
order or whether we shall have to go into litigation in the steel-drum 
industry. 

CASES UNDER THE ANTIMERGER ACT 


Mr. Yates. What has been done in the field of mergers to protect 
against violation of the law passed by Congress 2 or 3 years ago? 

Mr. Howrey. Congress passed what I call the Antimerger Act. 

We have brought three cases under that act. There is one on the 
paper industry against Zellerbach. One in the milling industry 
against Pillsbury, and one in the steel-scrap industry, which Mr. 
Sheehy spoke about. We have a paragraph in the scrap complaint 
alleging unlawful mergers in the scrap-steel industry. 

Mr. Yates. How many mergers have taken place which are subject 
to your jurisdiction since the act became effective ? 

Mr. Howrey. We issued a statement a few months ago where we 
gave a head count of mergers that have taken place. I don’t have 
that statement with me. We can furnish that statement. 

Mr. Yares. Can you approximate the number ? 

Mr. Howrey. We had the number by years, running from 1914, I 
believe it was, to date. 

Mr. Yates. Do those companies which contemplate merging have 
to file any kind of statement with your Commission ? 

Mr. Howrey. They do not. They are permitted to. We do have 
a system set up where if they want to come to us and ask for clear- 
ance, so to speak, we will sit down with them and look over all their 
figures and tell them whether or not we think that their merger is apt 
to run into trouble. 

We did that with Pillsbury. They came to us. They laid all their 
facts on the table with us. We looked them over and said, “We think, 
gentlemen, if you go ahead with the merger it will violate the new act.” 
They decided that they didn’t think it did. They went ahead. We 





207 


fled our complaint. They, that is, merger cases are difficult cases to 
try because under the act we have to show that those particular 
mergers will lessen competition or tend to create a monopoly in the 

articular market. They hire experts. We use our experts. It may 
a long drawn out litigation. They are the first cases under the new 
act. 

We issued an opinion in the Pillsbury case, after the Government 
had closed its case. The Pillsbury people filed a motion to dismiss 
on the grounds that the Commission had not made a prima facie case. 
The hearing examiner granted that motion. That was appealed 
under our law to the Commission. The Commission reversed and 
held that counsel in support of the complaint did make a prima facie 
case. We outlined in detail our interpretation of the new act. 

Mr. Yates. If companies are not required to file statements with 
you relative to prospective mergers, how do you know about them? 

Mr. Howrey. We learn about them largely through the business 
press. Our Bureau of Economics has made a cursory y check of ever y 
merger that has come to its attention. They come to our attention 
through the examination of the business press and the financial sheets. 
Almost all mergers are found out that way. We have made this col- 
lection. Now, we are engaged in one of these economic investigations 
that I talked about of analyzing the merger movement. We are try- 
ing to find out the causes and motives behind it. There have been 
three major merger movements in our history. The first one was at 
the turn of the century, which was a great trust-forming era. Most 
of those were dominated by bankers and financiers. In the 1920’s we 
had a merger movement, which was also financially motivated, we 
think. This third merger movement is on now, and is the cause of 
great concern. We think it is different from the others in the sense 
that it is mostly motivated by managerial people. 

Mr. Yates. Not capital g gains ? 

Mr. Howrey. It is not, we believe, the banker or financier who 
wants to sell watered stock who is primarily in back of this merger 
movement. We think the primary causes for this merger movement 
are several. This is all preliminary because it will all come out in 
cur report. We think it is the desire for product diversification. The 
big companies want to spread the risk and go out into different types 

of businesses. 

The law calls that the conglomerate merger. There is also the 
effort to lessen competition, the desire for prestige and power, the 
desire of small companies to get larger so as to more effectively com- 
pete with the larger firms in “the industry, financial distress, the use 
of acquired firms for tax losses. Those are the things that we are 
now investigating. 

We hope ina few months to come out with a report which will help 
the Congress and help Justice and help ourselves. 

Mr. Yates. You said we were in the middle of the third merger 
movement. What makes up a merger movement? Is it the quantity 
of mergers ? 

Mr. Howrey. No. I think a head count of mergers is meaningless. 
You have to find out what the motive is, what the cause is, and under 
the law we have to find out what the effect is. 
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In the baking industry and dairy industry, which we are studying 
there the merger movements up until fairly recently were the acqui. 
sition or the combining of very small companies. Now, with the 
increased refrigeration and increased transportation, the bigger dairy 
companies and the bigger baking companies are beginning to gobble 
up the little ones. 

Mr. Yates. Is this true only in the baking and dairy business? 

Mr. Howrey. It is true to a lesser or greater degree, I think, in most 
all industries. I think there is a real merger movement going op, 
We think it is particularly strong in the baking, paper, textile, di 
chemical, automotive, and primary metals fields. 

Mr. Yates. I have heard about the beer business. I am told the 
small breweries don’t have a chance, from the mail I receive. 

Mr. Howrey. It is a great problem. This is what we are faced 
with: If we step in and prevent two small ones from merging, where 
the idea is so that they can compete a little better with a big one, 
then we are freezing the big ones’ dominant position in the market. 
It is a real problem that is going to take a Solomon to decide. 

Mr. YArtes. Don’t you have this in your automobile industry, too! 
Take the case of General Motors. Isn’t that in a class by itself ? 

Mr. Howrey. That is why we permitted the smaller companies to 
merge. 

Mr. Yates. What happens to the other smaller companies then ? 

Mr. Howrey. They are all merged now. There are only six left, 
General Motors, Ford, Chrysler, and then Packard-Studebaker, the 
combined Nash-Hudson, the combined Willys-Kaiser. 

The 1954 peak car production was roughly General Motors, 52 per- 
cent; Ford, 30; Chrysler, 12; and then on down. I can give you the 
exact figures. 


airy, 


NICKEL INDUSTRY 


Mr. Yates. Did you ever have occasion to check the nickel industry?! 
This is one of the metals in most critical supply in our country not 
only during the war but now. I understand it is still in short supply. 

Mr. Levin. Jurisdiction. 

Mr. Yates. What does that mean? 

Mr. Levin. International Nickel is a Canadian corporation. 

Mr. Yates. Do you not have jurisdiction over foreign corporations 
that do business in the United States? 

Mr. Levin. I defer that to general counsel. 

Mr. Yates. You have apparently taken the position that you do not 
have jurisdiction because it is a foreign corporation. 

Mr. Howrey. He is not a lawyer. He is highly qualified, but prob- 
ably not on jurisdiction. Could anyone answer the question, if we are 
investigating nickel ? 

Mr. Sueeny. I don’t think we are. 

Mr. Yates. I would like to know an answer to the other ques- 
tion. Don’t you have jurisdiction over foreign corporations that do 
business in the United States ? 

Mr. Howrey. I think we do. Our compulsory processes, of course, 
do not run outside the territorial limits. The Justice Department 
tried hard to subpena records from England and France some time 
ago and the Supreme Court knocked them down pretty hard. Our 
jurisdiction would include things going on in the United States. 
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Vhether we could enforce that against a Canadian company would 
be a legal question. 

Mr. Yates. I would certainly think one of the conditions 

Mr. Howrey. If they have an American subsidiary. Many of them 
operate through jubbidiartes organized under the laws of our country. 
Those we have jurisdiction over and can proceed against. 

Mr. Yates. It certainly would seem to me a desirable thing to have 
some sort of requirement that these companies submit to the juris- 
diction of our regulatory agency if they propose to do business here. 

Mr. Howrey. I think if they are qualified to do business and are li- 
censed to do business in the State of New York, for example, and have 
a statutory agent there on which we could get service that would 
be a different matter. I have not analyzed the situation. 

Mr. Puitires. What would be the reverse situation, if the United 
States industry had a factory in Canada or a foreign country; would 
we be under their investigative or control laws ? 

Mr. Howrey. I do not think we would be. At least, their subpena 
would not run to a man in New York City or California or Texas. 
There are ways and means, and I don’t think the problem is as crucial, 
perhaps, as it sounds. 

Mr. Yates. You have not checked into the nickel industry ? 

Mr. Howrey. So far as I know, we have no case against the nickel 
industry pending. 

Mr. Yates. Have you received any complaints from people in the 
nickel-plating business ? 

Mr. Bascock. Not that I know of. 

Mr. Yates. Have you received any complaints that the middle-man 
supplier, the distributors of nickel compel tie-in sales of nickel ma- 
chinery to require the plater of the processor to get his raw material ? 

Mr. Bascockx. Congressman, I know of none. 

Mr. Howrey. Do you know if Justice has any? 

Mr. Bascock. They may have. 

Mr. Yates. Do you know if there has been any violation of the law 
of allocations by people to whom nickel has been allocated, or isn’t 
that in your field ? 

Mr. Howrey. That would not be under our jurisdiction. 

Mr. Yates. Would a gray market in the sale of steel be in your 
field ? 

Mr. Howrey. If unfair methods are used, it might be. I believe 
the law on allocations is administered by Commerce now; is it not? 

Mr. Yates. A few years ago the Federal Trade Commission came 
out with an oil-cartel report. Has anything been done since then in 
connection with that report ? 

Mr. Howrey. Yes. We transmitted that—this is before my time— 
to Justice, with a view that it was a case which the Antitrust Division 
should look into because the Commission at that time felt it had as- 
pects falling within their purview. A criminal case was brought 
against the oil industry based on that report. That criminal case was 
changed during the last administration, that is, under President Tru- 
man, to a civil case. That civil case is now pending in the southern 
district of New York. It is based at least in part on the investigation 
which we made, our economic investigation. Is that a correct state- 
ment ? 

Mr. Kinrer. Yes, sir. 
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COFFEE INVESTIGATION 


Mr. Yates. Somewhere in this justification it is stated that as ay. 
sult of the investigation conducted by the Commission in the field of 
coffee increases the price of coffee had fallen. Do I correctly inter. 
pret what I read in your justification ? 

Mr. Howrey. Yes. We take credit for it. Some other people take 
credit for it, too. I think it is significant that a few days after ou 
report was published coffee started on a downward trend pricewise, 
and is still on that downward trend. 

Mr. Yares. Is coffee on the way up again ? 

Mr. Howrey. No. 

Mr. Yates. What was your conclusion in that case, that the market 
was rigged ¢ 

Mr. Howrey. We did not investigate outside the territorial limits of 
the United States. We blamed the price rise in coffee on a series of fac- 
tors, first, the restrictive contract which is used in trading in futures 
on the New York Coffee and Sugar Exchange. That contract limits 
trading in futures to Santos coffee shipped from the port of Santos in 
Brazil. There are a few qualifications as to that. That is the sub- 
stance of it. That is the way we interpreted the contract. That covers 
only 10 percent of the total production of coffee in this country. 

It did not cover imports at ports other than New York. So we did 
not think that the contract. furnished a broad enough base for trading, 
and therefore they might be able to manipulate the price. 

Second, was undue speculation on the New York Coffee and Sugar 
Exchange. There were relatively few traders. There were both 
Brazilian speculators and American speculators. In one instance we 
found that some Brazilian speculators went in heavily, traded heavily 
the day before an announcement was made by Brazil that their mini- 
mum export price would be increased from 57 cents to 87 cents. 

The third reason is that they have a minimum export price from 
Brazil, where about 40 percent or 50 percent of the coffee consumed in 
this country comes from. They had a very high minimum export 
price. That has been lowered recently. 

Another point was that the large American roasters 

Mr. Yares. Does this contribute more than the Commission’s de- 
cision to the lowering of the coffee prices ? 

Mr. Howrey. These are the things that we investigated and laid on 
the table which were not known. The American roasters, the large 
American roasters bought unduly heavily for inventory. 

The last reason we assigned was that there was inadequate crop 
reporting, that no one seemed to know what the crops were or what 
they might be. We recommended that we increase our agricultural 
attachés in the coffee-producing countries so that we could improve 
our own crop reporting. Those were the reasons we assigned for the 
coffee price spiral. I think it is one of the best economic studies ever 
made or ever published by a Government agency. 

The other thing we did is that we issued a complaint against the 
New York Coffee and Sugar Exchange and its members, charging that 
this contract of which I spoke was unduly restrictive and a violation of 
law. 

Mr. OsrertaG. To whom did you complain ? 
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Mr. Howrey. The complaint was a legal pleading against the New 
york Coffee and Sugar Exchange, its president and officers and mem- 
ers. They were made respondents. The coffee report was trans- 
mitted to the Congress for its information. 


TRADE ASSOCIATIONS AND PRICE FIXING 


Mr. YAtes. On page 34 of the justifications you cite the case of 
Luria Bros. and Co. The reason I picked this case out is that you 
say : 

If Commission action in this case should relieve oppressive restraints upon 
free and open competition in the iron and steel scrap industry, it will represent 
an important contribution to our defense program and to the general health of 
our national economy. 

The question I would like to ask you is whether or not you have found 
any kind of relationship between price fixing and trade associations ? 

Mr. Howrey. Yes. Many of our cases involve trade associations. 
Iam working on an opinion now of a case involving a trade associa- 
tion where we allege price fixing. I don’t think the Luria Bros. case 
involves a trade association. 

Mr. Sueeny. No. ‘ 

Mr. Howrey. It does involve, and I think the members of the com- 
mittee might be interested in the charge, foreign commerce. We have 
a clause in there alleging the price fixing between the Japanese mills 
and American exporters. 

Mr. Sueeny. That is correct. 

Mr. Secrest. You mean, foreign trade associations ? 

Mr. Yates. No, just domestic associations. We do have a lot of 
trade associations. I have seen some material which has alleged that 
quite frequently a trade association may be a means by which price 
agreements are fixed. 

Mr. Howrey. A large number of our cases arise in that way. 

Mr. Secrest. I ud say, on the other hand, a great many of our 
applicants, people who want to enforce the law, are trade associations 
who report upon people who are doing unfair practices. 

Mr. Yates. It works both ways. 

Mr. Howrey. I think that is an important point. I think trade 
associations recently have become—they usually have lawyers—largely 
promotional and research organizations. I think they are much less 
used as a cloak for price fixing. 


NEED FOR NEW INVESTIGATORS 


Mr. Yates. Mr. Chairman, you hit me on a sensitive spot in con- 
nection with paragraph 2 which appears on page 5 when you said, 
“The difficulty of the task—referring to investigations—is aggravated 
by the age bracket of the Commission’s field staff.” What is the con- 
hection between an investigator and age? 

Mr. Howrey. I asked the same question. I sort of resented that. 

Mr. Yares. Who gave you the reply that convinced you? 

Mr. Howrey. Mr. Akerman. He isn’t so much younger than I am. 
How old are you? 

Mr. AKERMAN. 45. 





212 


Mr. Howrey. I am 51. Our investigators are out all the time. 
They have to do a great deal of digging 

Mr. Yates. What do you mean by “digging”? You don’t meay 
manual labor ? 

Mr. Howrey. It is just as hard, to go into a big company and ask 
the vice president, who is also general counsel, that they want to se 
his books and records. That is digging, believe me. 

Mr. Yates. You mean, looking into books and records—— 

Mr. Howrey. Yes, sir. 

Mr. Yates. How many of your investigators have broken down 
a result of this? 

Mr. Howrey. I can’t answer that, but some of them look pretty 
rocky. I have visited the field offices. Investigation is a young man’ 
game and don’t think it isn’t. It is a hard, grueling game. They 
men, as we say in the next sentence, are highly skilled, these me) 
over 50. But they should be the supervisors. They should not be the 
men who are doing the digging. We have a little chart here. 

Mr. Putuies. As I understand the statement, he is not complaining 
so much about the work of the present age group he has who are over 
50, or whatever they consider old age in the Federal Trade Commis- 
sion, but the fact that he hasn’t any young men coming up to replace 
these. Is that right? 

Mr. Howrey. Yes. 

Mr. Yates. Is this in addition or as replacements? 

Mr. Howrey. We asked for additional youngsters who are in the 
age bracket. What does that pay? 

Mr. GLENDENTNG. $4,205 for grade 7 and $5,060 for grade 9. 

Mr. Howrey. We want some younger lawyers to pound the pave- 
ments. 

Mr. Secrest. I think this is very clear. It is not that the older men 
have no purpose there because they do. Here we have eight of our 
attornevs who are 66 and over. They could retire. 

Mr. Yates. Are they pretty good attorneys? 

Mr. Secrest. Yes. 

: M r. Yates. Probably not as much so as some of the others that are 
rere 2 

Mr. Secrest. Yes. We have 13 between 60 and 65; 24 between 56 
and 60; 22 between 51 and 55; 50 between 46 and 50; 36 between 41 
and 45; 27 between 36 and 40; 49 between 31 and 35; and 12, 26 to 30. 
to 30. 

These young attorneys can go out as investigators. They learn 
that whole step. The next step is they move up. When they get into 
this age bracket they are trial attorneys. We have fellows out in- 
vestigating that could make excellent trial attorneys. They should be 
promoted and moved into positions of more responsibility commen- 
surate with their ability. 

Mr. Boxtanp. Are they are all attorneys? 

Mr. Secrest. Yes, except the wool investigators. You have the top 
personnel in the Commission, these gentlemen back here that. have 
years of experience to head up the bureaus. Then you need your trial 
examiners, which are the part that Congress has set away from the 
Commission proper. We can’t even discuss a case with'them. They 
try these cases and take all the evidence. That is where these men 
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down here should be able to move up and let these fellows train to 
follow them through. It is not a matter that because these people are 
old they are not useful. It is the waste of a man who is an attorney 
in the Commission to have him out investigating. 

Mr. Howrey. If you will lift that little piece of paper, it will show 
Congressman Yates what. we are trying to do. That is all we are 
asking, to move that age bracket up. 

Mr. Howrey. You come up with 26 in that category. 

Mr. Yates. I thought that you were taking out unfairly after people 
who were 45 years of age, because I think there is too much emphasis 
placed in our country on 

Mr. Secrest. If we get the 26 lawyers from 21 to 25, that gives the 
older ones a chance. 

Mr. Yates. I wonder if they will be moved up and out because of 
their age. I would not like to see that. 

Mr. Secrest. There is no such intention. We have 8 that are 66 in 

years and older. 
' Mr. Yates. Apparently the committee helped you reduce the num- 
ber of employees, because last year I asked what had been the effect 
in the reduction of appropriations and there had been a reduction in 
force of between 39 and 42. Is it those employees that you want back 
that you discharged last year ? 

Mr. Howrey. I don’t— 

Mr. Yates. Is it the same jobs that we eliminated or what? 

Mr. Howrey. You can’t tell. They have certain reemployment 
rights. We have to go through all those. 

Mr. Yates. Are these civil-service positions ? 

Mr. Howrey. The new ones would not be. No lawyers, as I under- 
stand it, are under civil service if they have been employed since 
1947, because they took civil-service status out of the legal profession. 

Mr. Yates. How about the economists ? 

Mr. Howrey. I think they are. We have many lawyers that are 
civil service that were employed before 1947. ‘They retain their rights 
under civil service, but civil service in 1947 didn’t apply to new lawyers 
hired after that. 

Mr. Yates. In response to a question by Mr. Thomas, you stated that 
you propose to hire attorneys and economists and develop them within 
the Commission itself. I suppose you mean to train them. 

Mr. Howrey. Yes. We are talking about the various economists 
and junior lawyers who are in this age bracket. 

Mr. Yates. Does that mean that the oldtimers who were “riffed” 
and laid off and are trained in the Federal Trade Commission will be 
given an opportunity to return ? 

Mr. Howrey. If they have reemployment rights. 

Mr. Yates. Suppose they don’t have. Aren’t they trained in the 
Federal Trade Commission procedure ? 

Mr. Howrey. If they exist, we will give them consideration. I 
can’t answer specifically, because I don’t know that we have any older 
lawyers who are looking for employment. 

Mr. AkerMAN. There may be one in San Francisco. 

Mr. Howrey. When Government people can meet the retirement 
age and can retire on a substantial retirement, they sort of look for- 
ward to it. We have had many retirements in the past year that were 
purely voluntary. 
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Mr. Botanp. I want to make the observation that this is my first 
term on the Independent Offices Subcommittee of the Committee op 
Appropriations. Someone said a long time ago that you should ge 
on the committee because you learn something about the Government, 
And as I sat here this morning during the questioning by the chairmay 
and Mr. Yates, I have learned something that I could not learn jy 
books. I am satisfied that the Federal Trade Commission is well ry, i m 
and that the top personnel is doing an excellent job. 

In your testimony I think you mentioned six field offices. Do yoy 
have 6 or 7? 

Mr. Howrey. May I name them? 

Mr. Botanp. I see them here. There are seven here. 

Mr. Howrey. We put in a new one at Cleveland this last year. 


FINANCIAL REPORTS 


Mr. Boranp. In the request for $125,250, $120,000 is for 24 new 
employees; is that correct ? 

Mr. Howrey. Yes. 

Mr. Botanp. What will those 24 employees do? 

Mr. Levin. The duties would consist entirely of requesting, reeeiy- 
ing, compiling, tabulating, and presenting in final form the statistical 
information from industrial corporations. 

Mr. Botanp. I presume these employees will be economists? 

Mr. Levin. No, sir; they are for the most part clerks. There will 
be a few statisticians and accountants. 

Mr. Botanp. If they are clerks, they are getting around $5,000. 

Mr. Levin. That is correct. 

Mr. Botanp. The young lawyers who you anticipate hiring, the 
lawyer that you have asked for the Small Business Office gets $5,500, 
does he not? 

Mr. Howrey. Is “clerks” the proper name? 

Mr. Levin. It would be clerical and nonprofessional. 

Mr. Howrey. They would have to read the profit and loss state- 
ments. 












QUALIFICATIONS OF LAWYERS 


Mr. Botanp. Do you have much trouble in holding the young 
lawyers that come into the Commission ? 

Mr. Howrey. No, we do not. I am very proud of this. It sounds 
sort of like a partisan statement, but I have been told by the personnel 
officers at the White House and other places that the young lawyers 
coming to Washington now give the Federal Trade Commission as 
their first choice for a place to work. It did not use to be that way. 
We have applicants from the law schools, the top law schools, and 
the top people in their class, the ones with the highest grades, the 
ones on law reviews. We do have resignations from time to time. 
If they are very good, they are heard about and some New York or 
Washington firm picks them up. 

Generally now, I am glad to say, the Federal Trade Commission 1s 
considered a very good place for a young lawyer wanting to enter 
Government service to start. | 

Mr. Botanp. On the lawyers themselves, the requirement is that 
they be graduates of a law school only and not members of a bar! 
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Mr. Howrey. They have to be members of the bar. This is a civil- 
service regulation. 

Mr. Howrey. No; but they issue many regulations which are not 
included in civil-service status. 

Mr. Botanp. The lawyers that are in excepted positions 

Mr. Howrey. Isn’t it the civil service that requires that they be 
members of the bar ? 

Mr. AxerMAN. The civil service has to pass upon the qualifications 
of the grades. You have to be a member of the bar. The Department 
of Justice does have what is known asa law clerk position. We do not 
have that in our Commission. They take them in for a few months 
while they are waiting for the bar. All of our positions in the legal 
field, except the wool inspectors, are attorneys. Each one of those 
feldmen are attorney-investigators. 


GENUINE AUTO PARTS INVESTIGATION 


Mr. Botanp. In reference to the Bureau of Investigations, how 
many complaints have come to you from wholesalers of genuine parts 
against automobile manufacturers? Have you had a great number of 
complaints ? 

Mr. Bascock. Yes, sir. I think they were sort of clustered, assem- 
bled by one firm of out-of-town lawyers. They did in point of fact 
come from many sources. The people who spoke represented the in- 
dependent distributors generally. .- 

Mr. Botanp. Over how long a period of time? How long have the 
complaints been coming in—1, 2, or 3 years? 

Mr. Bascock. I think we have heard about them for 13 months 
from all over the Nation. 

Mr. Botanp. What have you accomplished in the investigation? 
What have you done? How far have you moved against them ¢ 

Mr. Bascock. You are talking about the genuine parts? 

Mr. Bo.tanp. Yes; against the automobile manufacturers and the 
wholesaler who deals in genuine parts. The automobile manufac- 
turer has directed the genuine parts to the dealer. The dealer is han- 
dling his specific make of cars, with the result that he is closing out 
the market to the parts wholesaler. 

Mr. Bascock. The theory of that investigation is this, that General 
Motors acquires these parts from many manufacturers, a carburetor 
from one, a piston from another, and other items from others. Then 
we come to the question, Are these made according to specifications 
submitted by General Motors, or are they products in general use as 
manufactured by the general suppliers? 

We have come into a rather controversial area there. Some of them 
frankly admit, “This is the same thing that we sell to the independent 
distributor. It is also the same thing we make for General Motors.” 
More often we get into a sort of controversy. They say that the 
specifications of those things are special and submitted by General 
Motors and made in accordance with those specifications and are not 
expected to be sold in another area; that is, to the independent 
distributor. 

We have investigated, I suppose—this will have to be rough—a 
dozen or 15 of those suppliers, because on the answer to that hinges 
the answer to the whole question. 
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A few of them have come right out and stated, “We sell the same 
thing to General Motors and to the distributors,” and when Gener] 
Motors says the distributor does not have a genuine part—I spoke of 
this earlier—you have the counterpart of a segment of our people who 
say that they had spurious parts foisted on them by some dealer or 
distributor or manufacturer. 

Mr. Howrey. We have complaints against so-called gyp dealers, 

Mr. Tuomas. After 13 months of investigation, what actually have 
you accomplished ? 

0 Bascock. I am about ready to tell the Commission what it ought 
to do. 

Mr. Howrey. I think we have an order on parts. 

Mr. Tuomas. Excuse me. After you tell them what they ought to 
do, how long will it take them to do it? 

Mr. Barscock. The representative will tell you about that. 

Mr. Secrest. May I point out one thing that I don’t think the 
chairman has dwelt upon yet. In some of the reorganization he told 
you one-half of the procedures have been cut out, that a project 
attorney is responsible for a case from the day it starts until the end. 
We also have a new rule on the Commission that any Commissioner 
who holds a case over 30 days, at our next meeting after the 30 days the 
first thing the secretary does is read his name and read the case that 
is over 30 days. You have to explain to the Commission just why you 
do not get that case out. If you hold it 75 days, it is taken away from 
you and assigned to another Commissioner. There have been cases in 
the past where some cases might stay 3 or 4 years on a Commissioner’s 
desk. I think much has been done to speed up cases as far as they can 
be within proper limits. 

Mr. Howrey. We really have done, I think, a wonderful job on this 
delay problem, which is the greatest problem in any court or any 
agency of Government. 


FINANCIAL REPORTS 


Mr. Puiutrs. Last year there was considerable discussion on your 
financial reports, which I do not think was touched on quite as fully 
this year, and particularly on the value of those reports to the people 
who use them, and the necessary conclusion that we seem to be pro- 
viding a rather expensive service for people who use it for their own 
financial profit; yet we are not charging for it. 

Mr. Howrey. You asked us to consider charging for it, but in the 
meantime one of the Senate committees, the Interstate and Foreign 
Commerce Committee, which has jurisdiction over us—— 

Mr. Murcuison. I think it was the Banking and Currency Com- 
mittee. 

Mr. Howrey. One of the committees requested that no Govern- 
ment agency charge for any more reports. We took that up with this 
committee, and you agreed that we should abide by the direction of 
the Senate committee. 

Mr. Pures. Was that a permanent restriction on you or was it 
while they were investigating? 

Mr. Howrey. It is to run to July 1 this year. 

Mr. Pumuirs. On what grounds? Is it on the basis that that com- 
mittee is‘making an investigation ? 
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Mr. Howrey. May I just look at this resolution? I will read it 
to you, if you like: 

The Senate Interstate and Foreign Commerce Committee has taken cognizance 
of proposed rulemaking with regard to license fees or charges or other related 
activities of various Departments, Agencies, Bureaus, Boards, Commissions, and 
services of the Government which execute laws, the subject matter of which is 
within the jurisdiction of this committee. And after conducting a preliminary 
inquiry into the subject matter has concluded that the proposal for various 
license fees or charges raises basic questions with regard to the fundamental 
philosophy of regulation under the pertinent laws, and any departure from the 
existing structure of licensing by these agencies should be resolved specifically 
by the Congress after the conclusion of our present inquiry. 

Therefore, they passed a resolution which reads: 


Resolved, It is the sense of the Interstate and Foreign Commerce Committee 
that the Department of Commerce and any Agency, Commission or Bureau 
thereof, Civil Aeronautics Board, the Coast Guard, Federal Trade Commission, 
Federal Power Commission, and the Interstate Commerce Commission, respec- 
tively, Should suspend until July 1, 1955, any pending or proposed proceeding 
involving the imposition of fees and charges pursuant to title V— 


and so forth. 

Mr. Pututres. I think the answer is in the sentence which says, 
“during this inquiry.” Would you identify that? 

Mr. Howrey. I was reading from the Congressional Record of 
April 9, 1954, page 4651. 

I believe I am correct in saying that we contacted this committee 
and brought this to their attention. 

Mr. GrENDENING. Senator Bricker also wrote us personally. 

Mr. Puiuures. Your regulation prohibits you from talking as a 
Commissioner to any of your investigators while they are engaged 
upon investigating a complaint or whatever the origin of the matter 
may have been; am I right? 

Mr. Howrey. That is not quite right. It is partially correct. 
Under the Administrative Procedures Act provision is made that 
after the complaint issues, it then becomes an adversary proceeding 
and is tried like a court proceeding, and we should not then talk ex 
parte to counsel for either side. 

Mr. Putiures. After the complaint has been actually issued ? 

Mr. Howrey. During the investigative work we not only talk to 
them but direct their investigation. We issue the complaint. It is 
only after the complaint is issued and it becomes a formal litigated 
proceeding that that provision of which I speak comes into play. 


JUNIOR ECONOMISTS 


Mr. Puiures. Last year you asked us for an economic adviser. 
We did not entirely agree with you, shall I say. 

Mr. Howrey. I would say that is correct. 

Mr. Puiurs. You asked us for that in the amount of $14,600. 
This year you come back and show on your chart 3, what Mr. Levin 
and I would call junior economists for a total of $18,500. Would we 
have saved $3,900 by giving you that economist last year? 

_Mr. Howrey. No; because it relates to an entirely different situa- 
tion. We asked for a marketing adviser, I like to call him, at the 
Commission level, a man that could tell Bob Secrest and me about 
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marketing problems on these formal cases where we are not entitled 
to talk to the people who are trying the case. 

Mr. Putiiuies. Aren’t those the three attorney advisers that are yp 
here in the top box? 

Mr. Yates. Did you always have them, the attorney advisers? 

Mr. Howrey. Yes. They are the personal assistants to each of the 
Commissioners. They are their law clerks. 

Mr. Putiutrs. The three new economists are not shown on that 
chart? 

Mr. Howrey. No. They would be down in the Bureau of Eco. 
nomics doing junior work. They have no relationship whatsoever, 
The man I asked for and you did not think I should have would be 
attached at this level, just like the General Counsel is. 

Our General Counsel, Earl Kintner, is the legal adviser to the Com- 
mission. The General Counsel’s Office does the appellant work, ar- 
gues the very many cases we have in the United States court of ap- 
peals. He also does the compliance work. We wanted an economic 
and marketing adviser similar to the General Counsel to advise the 
Commission themselves. But you did not think we should have one. 
We did not renew our request this year, and we have not hidden him 
anywhere jn the other request. 

Mr. Yares. Off the record. 

(Discussion off the record.) 

Mr. Purtures. In speaking about the coffee matter, you spoke of 
something which I do not understand. Maybe I ought to ask Mr. 
Levin. You said the American coffee roasters had built up a large 
stock for inventory purposes. It seems to me, Mr. Levin, that is just 
the reverse of what they would be doing. 

Mr. Levry. That was in anticipation of the price rise and thereby 
they helped increase the price further. 

Mr. Putiires. It had nothing to do with tax purposes ? 

Mr. Levin. No. 

Mr. Pritites. Did you send that report of which you speak with 
such pride to all Congressmen ? 

Mr. Howrey. No; I don’t think we did. We sent it to the Presi- 
dent of the Senate and the Speaker of the House. We furnished 
copies, I think, to this committee, that is, the House Interstate and 
Foreign Commerce Committee and the Senate Interstate and Foreign 
Commerce Committee. I will be glad to deliver one to your office this 
afternoon. In fact, I hand you herewith such a copy. 


OVERLAPPING JURISDICTION WITH OTHER GOVERNMENT AGENCIES 


Mr. Puiutrs. I am a little concerned, as I think Mr. Yates was, 
regarding this matter of the Antitrust Division of the Department 
of Justice, the Federal Trade Commission, and the Small Business 
Administration. I don’t see how there can but be some duplication of 
work. If you had no duplication in your clerical or statistical staff, 
or even in your legal staff, there must be a point reached where there 
is necessarily a duplication, unless you have a most perfect division of 
your work. 

Mr. Howrey. There is, of course, some duplication. I would like 
to leave the Small Business Administration aside for a minute, 
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Mr. Pures. I do not think you can leave it out, but you may 
leave it aside. a 

Mr. Howrey. I want to treat it separately from the Antitrust Divi- 

There is what I call overlapping jurisdiction but not duplica- 

_ We have the same problem with the Food and Drug Admin- 

stration. We have the same problem with the Post Office Depart- 
went, the Patent Office, and with some other agencies. 

What we have done is work out agreements. We have worked out 
a formal agreement with Secretary Hobby, which is reduced to writ- 
ing, and sets up a liaison arrangement. I have explained, I think, 
how the Antitrust Division and the Federal Trade Commission have 
the same jurisdiction over sections of the Clayton Act. The same 
question arises with Food and Drug where we have jurisdiction over 
food, drugs, and cosmetics and the Food and Drug Administration has 
jurisdiction over the labeling of food, drugs, and cosmetics. Labeling 
has been construed to include such advertising as accompanies the 
product, such as the little brochure in the box. We have that overlap- 
ping responsibility. We have set up this liaison arrangement where 
we keep each other constantly advised on the investigations we are 
making. 

Our chemists and doctors get together in order not to duplicate. 
We are trying not to go after the same man for the same thing at 
the same time. 

In Justice, we have a very efficient liaison arrangement. We have 
acard index. We have a list of every case they are investigating and 
they have the cases we are investigating. We do not cover the same 
territory. ‘There have been slips. I think, however, it is as near 
perfect as we can make it, except by changing the law and divesting 
one or the other of the overlapping jurisdiction. 

Mr. Putiures. I do not suppose there is anything that irritates the 
people more than to have themselves investigated by one agency of 
the Government and then in a very short while investigated by 
another agency. 

Mr. Howrey. That is right. I can think of nothing that is more 
wasteful of Government money. 

We have tried to eliminate it. The reason in this Justice situation 
that we have the overlapping jurisdiction is that Congress intended, 
as I say, that we use a different tool, that we use the administrative 
process rather than the prosecutor process. 

The Small Business Administration is a little different situation. 
They are not a law-enforcing agency; we are. 

Mr. Paitiies. We are giving them a great deal of money to act in 
an advisory capacity to small business. 

Mr, Yates. “Consultative.” That is used in your justifications. 

Mr. Howrey. We are a law-enforcing agency. We enforce it 
through consultation and adversary proceedings. 

Mr. Putiiies. The question leads to how much we should give you 
and how much we should give them. 

Mr. Howrey. We operate very differently. The best explanation is 
that we enforce laws and they are helping by loaning money and by 
providing capital. 

Mr. Tuomas. Off the record. 

(Discussion off the record.) 
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RENTS AND UTILITIES 


Mr. Putturrs. Mr. Glendening, just as a matter of curiosity, tal 
me why this item, 05, has such a wide variance from year to year jy 
rents and utilities. The total is only $19,500 next year. Why do yo 
rents change in a bracket of $5,000 to $10,000 every year? 

Mr. GLENDENING. The change between this year and last year ; 
that under the orders set down by the Bureau of the Budget we had t 
pay the first year’s rental for the Cleveland field office in the amouy 
of some $10,000. 

Mr. Putures. In the current year? 

Mr. GLENDENING. Yes. 

Mr. Puturps. For 1954, actual, you were $13,400, and for the pres 
ent year estimated you are $24,500. There is a difference of $10,000, 
That is the Cleveland office? 

Mr. GLENDENING. Yes. 

Mr. Puruures. You drop back but not to $13,400 but to $19,500. 

Mr. GLENDENING. The difference there is the extra $5,000 for IBY 
rental included in the increase requested for financial reports. 

Mr. Puitups. Did you consult General Services before you gut 
yourself an IBM machine? 

Mr. GLENDENING. We have had them right along. 

Mr. Puitures. Did you consult General Services before you added 
that $5,000? 

Mr. GLENDENING. No, sir. That is part of the required increase in 
the financial reports program that was handed over to us by the 
Bureau of the Budget. 

Mr. Putures. I am just talking about the IBM. Did you consult 
the GSA? 

Mr. GLENDENING. No. 

Mr. Puiuies. Don’t you read the laws that Congress passes? 

Mr. GLENDENING. We haven’t the program yet. 

Mr. Howrey. We have our own IBM machines. 

Mr. Putures. We have a little restriction on the rental of IBM 
machines. Maybe that restriction ran out last year, that any agency 
should consult with the GS A—is that not right, Mr. Chairman—befor 
they rented any more IBM’s because there are IBM’s sitting around 
gathering dust which we thought could be transferred to those who 
could better use them. 

Mr. Howrey. If we have not done it, we will do it, and will doit 
tomorrow. 

Mr. GLENDENING. We rent directly from IBM and we could no 
transfer them from another agency. 

Mr. Howrey. Alex, will you check them all with GSA and, if we 
are not doing it, will you correct that. 

Mr. Pures. It was the intent of this committee that you should 
consult with GSA, which was to act as a clearinghouse for available 
and little-used IBM machines to get them where they were needed. 
We are familiar with the method of contracting. We want to get the 
machines out from where they are not being used and into the ager- 
cies where they will be used more efficiently. You will agree that they 
cost a little money by the year. 
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RESULTS OF MERGERS 


Coming back to something more serious, for example, I am using 
this only as an example, but you permitted Kaiser and Willys to com- 
ine, but you bring your answer up to what I think is the key to the 
whole thing. In these complaints you file and in these permits that 
you allow for consolidation, have you any evidence that the net result 
's beneficial? Are Kaiser and Willys now making a profitable ven- 
ture out of this? Coffee has come down. You have mentioned coffee 
three times today but nothing else. Have you anything else to tell 
us about ¢ 

Mr. Howrey. I think it is a little early to tell what is going to hap- 
pen in the automobile industry. I have these figures which show that 
after we permitted Kaiser- Willys to combine they still only had three- 
tenths of 1 percent of the passenger-car pooenctien for the 12 months 
ending 1954. Hudson and Nash, after they were permitted to merge, 
only had 1.7. Studebaker and Packard only had 2.1. So they still 
have a hard row to hoe as against Chrysler with 13, Ford with 30 
percent, and General Motors with 50. 

I think Studebaker and Packard are doing a better job than they 
did singly. As I say, what is going to happen is still problematical. 
The Commission, at least I think I can speak for the Commission in 
this respect, in no sense thought it was desirable to concentrate auto- 
mobile production further. We think there is an unfortunate con- 
centration of production in the automobile field. 

Mr. Yates. If you do, why don’t you take action ? 

Mr. Howrey. Because there is no law that I know of under which 
we can dissolve General Motors or dissolve Ford or Chrysler into a 
great many independent companies. 

Mr. Osrertac. Are you recommending that the Government go into 
the automobile business ? 

Mr. Howrey. No. Iam saying for reasons which all of you know 
better than I, that automobile production has become concentrated, 
and on balance, however, we thought it was better to permit a little 
more concentration in these very small companies, comparatively 
small so far as the percentage of the industry is concerned, so that 
they could better compete with these larger companies. If there were 
20 or 30 companies, I think it would still be better. 

I don’t know of any law under which you can start breaking them up. 

Mr. Putiires. My question was based more on curiosity than any- 
thing else, as to whether your work actually gives you results that 

scan be pointed out or whether it is largely preventative. A doctor 
never gets any credit for keeping a patient from having a cold. He 
gets credit for pulling him through pneumonia. 

C . you get credit for anything that you do other than preventative 
work ? 

Mr. Howrey. I think it is primarily preventive. I don’t think we 
should look on the merger movement as a method of stimulating com- 
petition. I think many of them do. I think the automobile mergers 
will help revitalize competition. I think generally they have a pur- 
pose other than that. I don’t think these did. I think the automobile 
mergers were an honest attempt to compete with the bigger fellows. 

Mr. Putiiips. Isn’t it a question, really, partly a personal opinion, 





222 


as to what line that I might think you ought to go into some field, thy 
you might think you ought to go into another, and Mr. Yates that yo 
should go into a third, and that if you had a lot more money you cou); 
increase your activities, but actually there is no direct ratio betwee 
the amount of money you get and the results? I suppose you hay 
the same problem that other agencies have in getting competent tech. 
nical help, legal and otherwise. My question is, is there any basis y 
all for the assumption that if you had had $1 million more money yo 
would increase your effectiveness by 25 percent over last year ? 

Mr. Howrey. No. I think you hove to add one other factor to it 
better administration. We like to think that by a better selection of 
cases and by more efficient administration we have improved our pn. 
duction and our performance by 100 percent in the last 2 years. 

Mr. Pururrs. You can stop right there. I have been on this sub. 
committee for 8 years and there is no doubt about it ; your efficiency ha 
improved in the last year. 

Mr. Osrerrac. Mr. Chairman, I take it from the items in you 
budget request that personal services makes up the largest item of 
increase. 

Mr. Howrey. Our whole budget is personal services, except sta- 
tionery and travel. 


OTHER CONTRACTUAL SERVICES 


Mr. Osrerrac. A little better than $200,000, and that travel allov- 
ance is one item. There is one item entitled, “Other contractual serv- 
ices, $32,000.” What does it cover? 

Mr. GLENDENING. That is contractual services with other agencies 
such as the Food and Drug Administration for tests, testing at the 
National Bureau of Standards, statistical information furnished ws 
from time to time by the Census and other Government agencies. It 
also includes some miscellaneous items such as witness fees, cost of 
witnesses’ travel, and so forth. 

Mr. Osrertrac. Does that include social-security payments? 

Mr. GLENDENING. No, sir. That is included in the cost of personal 
services. 

Mr. Tuomas. You set it up as 012, do you not? 

Mr. GienventnG. The employees’ insurance is in there. 

Mr. Howrey. Is the court reporter in there? 

Mr. GuienvEentNG. The stenographic reporting contract is in ther 
also. 

Mr. Howrey. Does that cover it sufficiently ? 


FUNCTION OF THE COMMISSION 


Mr. Ostertac. Unlike most of the members of this committee, I am 
new, and it is somewhat of an education to learn more about the activ: 
ties and functions and services of the Federal Trade Commission. 

I take it from what you say, Mr. Chairman, that the prime function 
of the Federal Trade Commission is to protect business; to prevell! 
business from exploiting the public and to carry out the intent ani 
purposes of certain laws, such as the Clayton Act, and many of tle 
other acts that have been referred to this Commission for administr 
tion. 
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| recall as a State legislator that the several States enacted so-called 
fair-trade laws. Iam a little confused as to the area of your responsi- 
bility and jurisdiction as compared with that of the States in con- 
nection with fair trade ¢ and business practices. 

Am I correct when I say that the Federal Trade Commission’s juris- 
diction is limited to any matter which might be interstate in 
character ¢ 

Mr. Howrey. Yes; generally so. One of our statutes uses, “Inter- 
state Commerce,” another may say “which affects interstate com- 
merce.” 

The Supreme Court held 2 or 3 weeks ago in a Robinson-Patman 
Act case that if the injury was to a local man who was in intrastate 
it still came within the Government’s jurisdiction if interstate com- 
wierce Was Involved. 

The “fair trade laws,” those that have that title, are entirely dif- 
ferent. That involves resale-price maintenance. They are all State 
statutes, and the Federal statute merely exempted retail-type main- 
tenance contracts which were legal under State laws, exempted them 
from the Federal Trade Commission Act and the Sherman Act. We 
do not administer the fair trade laws, but we have cases from time to 
time where the question is whether they came within the exemption. 

The Federal exemption requires that the product must be in free 

and open competition with products of the same general class. A fair- 
trade contract cannot be used as a cloak for horizontal price-fixing 
arrangements. We have questions come up from time to time as to 
whether the people, who purport to come under the act, really do. 

Mr. Osvertac. In the field of radio and television advertising, 
where does your jurisdiction begin and end as compared with the 
Federal Communications Commission ? 

Mr. Howrey. Well, I do not believe the Communication Act deals 
with false and misleading advertising as such. 

Mr. Kinrner. Except the fact that false and misleading advertis- 
ing may have been disseminated might be a factor in determining 
whether or not the Federal Communications Commission would deny 
a license. 

Our primary jurisdiction, of course, is over a field of all advertising, 
no matter what the medium, whether newspaper, television, or radio. 
We check the whole field. 

Mr. Howrey. We do not have any conflict, I do not believe, on that 
subject with the FCC or any overlapping. 

Mr. THomas. They regulate the operations rather than the sub- 
stance of what is said. 

Mr. Puimurrs. Does the FCC have any control over radio and tele- 
Vision advertising ? 

Mr. Howrey. I do not think they do. 

Mr. Kinrner. They do to the extent that they can deny a license 
when it comes up for renewal if the station has flagrantly violated our 
statute. They do consult with us to determine ‘whether or not the 
stations have been involved in our litigation. 

Mr. Yarns. Also they have some control over obscene material. 

Mr. Puiuurs. Yes, that is overall. But from what Mr. Kintner 
said, they would have some control. 


58616—55—pt. 1 15 
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Mr. Osrerrac. The point of my inquiry relates to certain business 
practices that have a bearing on the practices of certain people who 
manage and own and control radio and television stations. 

The question of fair trade or fair competitive opportunities might 
be involved. There may be a question of whether that is the responsi. 
bility of the Federal Communications Commission in the issuance of 
the license and their right to deny the renewal of a license, or whether 
that is a matter of competitive and fair trade which might properly 
come under the Federal Trade Commission. 

Mr. Howrey. I think it depends on what the activity is that is under 
study. 

For instance, this is not television or radio, but in the Times- 
Picayune case, that involved two newspapers down in New Orleans 
and involved an advertising contract, and tying-in contracts, they 
came under the antitrust and trade regulation laws, whereas I am sure 
the States, for example, would have a similar jurisdiction. We had it 
because of the interstate commerce involved, or rather, Justice had it, 

One of the great problems, gentlemen, that we are confronted with 
is what you are talking about, where one agency starts and another 
Jeaves off. About the only thing that the President told me when he 
appointed me is that he would appreciate it very much if I would 
work with other agencies to see if we couldn’t do away with over- 
lapping. We have instigated down in our agency many liaison 
programs. 

We have agreements now with Commissioner Leeds, the lady Assist- 
ant Commissioner of Patents, with the Bureau of Standards, Food 
and Drug, as I outlined, with Justice, and with 1 or 2 other agencies 
where we have set up an interagency liaison arrangement to try to 
prevent that. I think we have been very successful. It does take an 
attitude that you do not want to have all the eggs in your basket. 

With Commissioner Leeds of the Trade-Mark Division we said that 
we thought we ought to give up our jurisdiction over trade-marks that 
was granted in the Lanham Act because we thought it was conflicting. 

We sent Congress a letter. The committee said it was the first time 
they had an agency ask them to divest the agency of some of its juris- 
diction. We did it because we felt the Trade-Mark Division of the 
Patent Office was better able to pass on the trade-mark than we were. 
It is a problem. It cannot be worked out by legislation, I do not 
believe. I think it has to be worked out by interagency liaison. 


. 
ORIGINATION OF COMPLAINTS 


Mr. Tuomas. Are investigations on complaints originated in the 


field ? 

Mr. Howrey. Most of them come to Mr. Babcock’s office. They may 
originate them. 

Mr. Tuomas. It is originated in the field and sent back to the 
Washington office ? 

Mr. Howrey. Yes. 

Mr. Secrest. Off the record. 

(Discussion off the record. ) 





TRAVEL 


Mr. Tuomas. How much of your travel money goes to witness 
travel ¢ 

Mr. GLENDENING. None of that is included in witness travel. We 
do pay witnesses, 

Mr. Secrest. There is no abuse of it. 

Mr. GLENDENING. About $2,500 a year, including per diem and 
travel for witnesses. 

Mr. Howrey. We are a traveling court. We go to the witness and 
the place where the records are. 

Mr. Yates. That is true of all of them; is it not ? 

Mr. Howrey. It is true of many? 

Mr. Tuomas. You have $26,050 set up here for travel by your Bu- 
reau of Economics. Ninety percent of your travel there is getting 
statistical information, and probably a great part of it has no bearing 
on any case that you may have either in the Legal Division or in your 
Investigative Division, or certainly no case before the Commission 
itself. 

Mr. Secrest. Don’t you use some of those in trial work ? 

Mr. Howrey. They are investigators. We are all investigators. 

Mr. THomas. You have $144,000 for this fiscal year. What is your 
unexpended balance as of January 1 of your travel money / 

Mr. Grenpentne. As of December 31 this year we have spent 
$68,000 out of our total. 

Mr. Tuomas. That is right on the button, then ? 

Mr. Howrey. We have to budget it. We have this Florida citrus 
case which is a big case. We have this large merger case which in- 
volves hearings in California. To put the limitation on—it is not 
giving us any more money, but it is saying that you ought to stay in 
Washington more. 

Mr. Tuomas. How is your travel money broken down between your 
field offices and the District of Columbia? What part is in the District 
of Columbia and what part is in the field ? 

Mr. GLENDENING. It is not necessarily allocated that way. It is 
allocated to bureaus. 

Mr. THomas. Two-thirds is in the field and one-third here? 

Mr. Howrey. Most of it is used out of town. 

Mr. Yares. Do the Commissioners travel ? 

Mr. Howrey. I do some. Commissioner Secrest held one hearing 

in Chicago. 

s Mr. Securest. The Florida trip cost the Government nothing. The 
only trip I have made since September is to Chicago. Because of 
that limitation, we do not travel. We should travel more. I brought 
back the feeling from the Chicago office that 1 Commissioner at least 
every 6 months should be in our branch offices, should go there to 
check up and see what is going on. We have branch offices where 
i Commissioner has not been for years because we have to save the 
travel money for absolutely essential travel. 

: _ Osterrac. Do you mean, one of the Commissioners should go 

ere ¢ 

Mr. Securest. Every 6 months I think one should visit the branch, 

rotate it the way you want to, Chicago, wherever it is. 
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When I was in Chicago, I went down to the branch office and ie 
everyone there. Mr. Lemke i is in charge of the Chicago office—— 
Mr. Tuomas. You were getting acquainted. 


















Mr. Securest. He told me about the cases they had and the problens ” 
they had. They sit out there and think they are completely lost, ; 
They think they get no promotions. They think all the gravy is iy Mav 
the central office. of 

Mr. Tuomas. But they are not over 85 percent right. io 

Mr. Securesr. About. 1M 

Mr. Tromas. How is your travel broken down in your Legal Diy. 
sion? You don’t have any of your lawyers in the field. That js ~ 
purely investigation. E 

Mr. Howrey. They travel on all their trials. 

Mr, GLEeNDENING. The Bureau of Investigation would be the only 
one that has travel that would be outside Washington. That would 
be in the field offices. That would amount to about $60,000 out of y 
total appropriation 

Mr. THomas. What part of your trial work is done outside tle 
District of Columbia ? 

Mr. Howrey. We have quite a few hearings here in Washington, pi 
but we have 10 hearing examiners and they are on the road holding D} 
hearings all the time except when they are back here writing wir. 
their decisions. It is just not sound in principle to ask us to investi. p: 
gate business, and no business is located in Washington to amount {i p 
to anything, and then limit our travel. It limits our effectivenes 
to put an arbitrary ceiling on the dollar volume of travel. We ar fi 1. 
not asking for more money, but we are asking for discretion in spen¢. 
ing our money on travel. I 

‘We have never convinced you of this since you put in the limit on 
travel. But itis very unsound. We are always having to think, wil g 


we have any left. The first official act of my career in the Federal 
Trade Commission—lI went in office in April—was to sign a bulletin 
to all employees that there could be no further travel until June 3) 
except with written permission of the secretary of the Commission. 
The secretary of the Commission would have to decide and did during 
those few months what was the most important thing. We limited 
our travel. They just sat around Washington. It is unsound in 
principle. If we had a larger per diem there might be more justi- 
fication for it, but the $9 per diem is a sufficient limitation on extrava- 
gant travel. 
Mr. THomas. Are all cases heard by trial examiners or does the 
Commission sit and hear some of the cases? 
Mr. Howrey. All cases are heard first by the trial examiner. We 
commissioners sit purely as an appellate body on casework. It is 
called an appeal under the Administrative Procedure Act. 
Mr. Tuomas. Thank you very much. It is nice to see you. 
Mr. Howrey. You have given us a nice and courteous hearing. 
Mr. Pumures. You are improving things down at the Commission 
Mr. Howrey. We have a good Commission. 
Mr. Tuomas. Thank you again gentlemen, it was a nice hearing. 
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NUMBER OF EMPLOYEES 


(Nore.—The following information was submitted at the request 
of the committee for insertion in the record.) 


Average number of employees, Federal Trade Commission, fiscal years 1946-56 


QO iis istic, ise phseeetecs as, enable 676 
46068... ee eee 654 
1954 601 
1085. (eatimate) ....issuculaseiad 599 
1956 (estimate) 640 


Wepnespay, Fresruary 9, 1955. 
NATIONAL SCIENCE FOUNDATION 


WITNESSES 


DR. ALAN T. WATERMAN, DIRECTOR 

DR. C. E. SUNDERLIN, DEPUTY DIRECTOR 

F. C. SHEPPARD, COMPTROLLER 

DR. CHESTER I. BARNARD, CHAIRMAN, NATIONAL SCIENCE BOARD 

DR. DETLEV W. BRONK, VICE CHAIRMAN, NATIONAL SCIENCE 
BOARD 

L. V. BERKNER, VICE PRESIDENT, SPECIAL COMMITTEE ON THE 
INTERNATIONAL GEOPHYSICAL YEAR 

JOSEPH KAPLAN, CHAIRMAN, UNITED STATES NATIONAL COM- 
MITTEE FOR THE INTERNATIONAL GEOPHYSICAL YEAR 

HUGH ODESHAW, ADMINISTRATIVE SECRETARY, UNITED STATES 
NATIONAL COMMITTEE FOR INTERNATIONAL GEOPHYSICAL 
YEAR 


SALARIES AND EXPENSES 


Amounts available for obligation 


(Balances for June 30, 1954, are as certified under sec. 1311, Public Law 663, except for allocation’to Library 
of Congress) 
1954 actual | 1955 estimate | 1956 estimate 


Appropriation or estimate --------| $8,000,000 , 250, $20, 000, 000 
Unobligated balance brought forward. ._......--.----------- 360, 385 » 7: soda earners 
# Reimbursements from non-Federal sources____-..-..----------| 866 |_...- 


_ . Total available for obligation ; 8, 361, 251 12, 657, 722 
Unobligated balance carried forward : : 


20, 000, 000 


Obligations incurred , 953, § 12, 657, 722 | 20, 000, 000 





Notg.—Reimbursements from non-Federal sources above are reimbursements by employees of terminal 
leave payments (Public Law 102). 
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Obligations by activities 
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Description 1954 actual | 1955 estimate | 1956 estimy, 
1. National science policy studies. ...........................- $815, 783 $939, 190 $926, om 
2. Support of science: s 
(a) Grants for support of research. .................-..- 3, 998, 568 8, 100, 000 13, 228, on) 
(5) Grants for training of scientific manpower... ___---- 1, 887, 767 2, 245, 000 4, 248, np 
(c) Review of research and training programs... __..___- 557, 415 625, 200 856, 00) 
3. Scientific information exchange..___.._.._.- pee eR 270, 653 366, 201 350, 009 
4. Executive direction and management. .__-.............-- ; 423, 343 382, 131 392, oo) 
Obligations incurred_._......_........------------------ 7,953,529 | 12,657,722 | 20, 000,0 
Obligations by objects 
Object classification 1954 actual | 1955estimate | 1956 estimat 
NATIONAL SCIENCE FOUNDATION 
Total number of permanent positions. ._..................-.--- 165 165 1) 
Full-time equivalent of all other positions..................-.- ll ll rt] 
Average number of all employees... .......---.-.-.-.--.------ 147 170 187 
Number of employees at end of year.............-.....-.----- 188 210 m 
Average salaries and grades: 
General schedule grades: 
NSS. fon cn edoureua sees ens ateaubasbee.s $5. 640 $5. 977 $6, 165 
IIIS, © iii nintendo xdevds GS-8.0 GS-8.5 GS-88 
Ungraded positions: Average salary $13, 637 $13, 637 $13, 637 
01 Personal services: ial 
TR en Sons eas oncea cacacnns an $840, 553 $1, 006. 780 $1, 143, 0 
Positions other than permanent______..........-...-.- 56, 434 63, 820 85, 500 
Regular pay in excess of 52-week base..-_-.......-_-.- 3, 769 4.000 8,000 
Payment above basic rates.................-......-..- 6, 008 7, 000 7,00 
Other payments for personal services.............----- 6, 315 6. 000 6, 000 
Total personal services...............--------------- 913.079 | 1,087,600; ‘1, 249. 7 
erie 102, 899 111. 000 150.00 
GB ‘Trnsmpeetiiinn of Chines soon. ee Ss ee le edscn 329 1, 000 1.00 
04 Communication services.............-...-.--------------- 23, 821 25, 000 25, 000 
G5 een Se WON... no nec acces calseceecee 217 300 300 
06 Printing and reproduction____._-....-...-.----------- 14, 862 26, 300 32,000 
O7 « Otersentrastual services... ...... 2... os. - 22. -- 476, 703 494, 400 860, 000 
ee EE La aE ee ey a Oe 15, 501 12. 000 12.00 
a daha ea hein 22, 137 7,000 9.000 
11 Gratits, sibsidies, and contributions. _..._...........--.-- 6, 349, 122 10, 873. 800 17, 657,00 
RE TN ON i ino c cscs cewcdgni en nccdcwisgabe 4, 060 4, 021 4, 000 
Obligations imourred ..- ~~ coc dasa sdeb n cae al Ses tiewes 7, 922. 730 12. 642. 421 20. 000, 000 
ALLOCATION TO LIBRARY OF CONGRESS 
Total number of permanent positions_--................--.--- s AE alin 
Full-time equivalent of all other positions -._...._..-.....---- 1 ..- 
Average number of all employees. ----.---_----- itive wanes ooieiin 7 Mi eeidinees 
Number of employees at end of year__........-.......-----.-- tee on tee aet et enke css 
Average salaries and grades: 2 m= 
General schedule grades: 
RII on. hee wont ce ck we anetiis asee “anain $4, 616 A er 
a i tickidtheth crkakeddme Ke scenes taee st Se GS-7.3 GS8-7.3 |..-.-.-- * 
01 Personal services: = a 
EE, DEINE 5 ets tneNicteea<de eset Tae $25, 445 eee Yaesu... 
Positions other than permanent -_---.---.---------- | 2, 516 A 
Regular pay in excess of 52 week base_--......-..--.-- Se. cc et aeaacona 
Payment above basic rates. ....... .........-....--.. Od actisaccigaestl Bi 
Total personal services _..........-.- abbad tee snouts 28, 525 Se Gees 
FR ne ah ee a ee , hy tbe cm corn 
Oh Coma nee. 8 oo. hbo or i een cae 23 rt... .~- 
CB FRE OOO IIIID.. «wesc cie cae scenes senes — 616 a hetnanen 
Me FT a ee ee eee ee 1, 112 4 ES 
eS a en ee ee 213 te... 
OS an faites Lneecatevwhh tndiepavecondcchsaoan te’ 54 223 | 
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Total 
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Aver 
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oo hee 
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pal : 
Object classification 1954 actual | 1955estimate | 1956 estimate 
' | 


SUMMARY 
Total number of permanent positions. _.....................-. 
Full time equivalent of all other positions a a 
Average number of all employees. _...........-. ...-........- 
Number of employees at end of year. .............- : 








Average salaries and grades: 
General schedule grades: 
Average salary $5, 590 $6, 165 
Average grade GS8-8.0 § GS8-8.8 
Upgraded positions: A verage salary $13, 637 $13, 637 


Personal services: 
Permanent itions $865, 998 , 017, $1, 143, 200 
Positions other than permanent 58, 950 7 85, 500 
Regular pay in excess of 52-week base 3, 880 &, 000 
Payment above basic rates_...........--- hh, si hsslanineiie 6, 461 , 7, 009 
Other payments for personal services 6, 315 3 6, 000 


Total personal services 941, 604 | 
TYAVOGL CR eatienideh 4 deb hakescm ban daedetia leant spanckatese 103, 155 
Transportation of things 329 | 
Communication services 23, 844 | 
Rents and utility services ' 217 
§ Printing and reproduction 15, 478 
Other contractual services....................--.-....-.-.. 477, 815 
Supplies and materials r 15, 714 
Equipment 22, 191 | 
Grants, subsidies, and contributions 6, 349, 122 
5 Taxes and assessments 4, 060 | 


Obligations incurred 7, 953, 529 | 12, 657, 722 
| | 














Analysis of expenditures 


(Balances for June 30, 1954, are as certified under = 1311, _— Law 663 except for allocation to Library of 
ongress 


| | 
| 1954 actual | 1955 estimate 1956 estimate 


Obligated balance brought forward $2, 684, 200 $4, 197, 680 | $7, 070, 000 
Obligations incurred during the year 7,953,529 | 12,657,722 | 20, 000, 000 


10, 637, 729 16, 855, 402 | 27, 070, 000 








Total expenditures | 6,430,183 | 9,785,402 | 15, 421, 000 


Expenditures are distributed as follows: 
Out of current authorizations i 6, 129, 000 9, 440, 000 
Out of prior authorizations 3, 656, 402 5, 981, 000 


} 








Mr. Tuomas. Gentlemen, the committee will please come to order. 
We have the pleasure of having with us this morning the National 
Science Foundation. It is nice to have with us our good and distin- 

ished friend Dr. Waterman, the Director; the Deputy Director, Dr. 
Sunderlin; Mr. Sheppard, Comptroller; Dr. Barnard, Chairman of 
the National Science Board; and Dr. Bronk, Vice Chairman. 

If any of you gentlemen have a statement for us, we will be delighted 
to listen to you as long as you want to talk. 


GENERAL STATEMENT OF Director WATERMAN 


Dr. WaTerMAN. I have astatement, Mr. Chairman. 
In the last 15 years the accumulation of basic scientific knowledge 
has not increased in proportion to our effort in applied research and 
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Govetepmnent. Neither have we as a Nation produced a sufficient nun. 
ber of high-quality scientists to meet the demands of our rapidly groy. 
ing technology. At the same time there is every reason to believe that 
the U.S.S. R. has already surpassed us in the production of engineers 
and is on the way to doing so in the production of scientists. 


DEVELOPMENT OF ENGINEERS AND SCIENTISTS IN U.S. 5S. R. 


Mr. Tuomas. I notice that you, 2 or 3 times, refer to that throughout 
your justification. How much is fact and how much is fiction? How 
did you arrive at that statement ? 

Dr. Waterman. While there is some uncertainty as to exact figures, 
there are various ways of getting at information. 

We have a fairly clear idea now of what is happening in a general 
way. For example, we do know that they apparently have passed us 
in their output of engineers in 1952 and are now ahead of us. 

Mr. Yates. How do you know that? 

Dr. Waterman. That was in their 5-year plan, and as evidenced by 
the graduation from their schools. 

Mr. THomas. How do you get that information? 

Dr. Waterman. In various ways. These are public statements 
where they are mentioning their accomplishments. Others are from 
travelers and various sources of information which we put together. 

Mr. Tuomas. What are their public utterances in the field of in- 
formation which makes it any different in relation to this activity! 
We have had a lot of experience with them in their other statements. 
We find that that is just not worth the paper it is written on. How 
do you reconcile your statement that they are ahead of us in this field 
or that field, when no one knows the truth of it ? 

Dr. Waterman. We have their 5-year plan, in fact, a succession of 
5-year plans for education. We have the benefit of people who have 
been there traveling. There was a book written on the subject by an 
Australian wh» was attached to the Embassy there. I have a summary 
of information which came out in Business Week as the result of an 
interview with me. Recently the Harvard Review came out with a 
report which was abstracted, a digest of it, by Nicholas De Witt in 
Aviation Age, which represents some of their findings. Of course, one 
cannot go into all sources of information by which this is received. 

We have to make a compilation of what we can get. Things like 
this are fairly clear, things such as are stated in this article by De Witt. 
We have copies of this for members of your committee, if you like. 

Mr. Txomas. What is the basis of his information? People travel 
from this country into that country, but the bridle is put on them 
when they get there. They are shown the things they want them to see. 
I do not see how you can put too much credence in any of their propa- 

anda, 
. Dr. Waterman. I think we can count on this, Mr. Chairman, they 
have a larger population than ours, and they are evidently making a 
drive in education. 

Mr. Tuomas. Do you have any information of what they are doing 
in the public-school system? Do they have a public-school system! 

Dr. Waterman. They do. We understand that 40 percent of the 
time of high-school students is devoted to required science, that if they 
fail to pass two courses they are dropped. All along the way there is 
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a selective process. We know from newspapers that they likewise play 
up a and scientific activities. This is front-page news. 

So far as we can find out in their treatment of scientists, the scien- 
tists aie shies No. 3 in occupational standing, salary and so on. I 
should say the engineers rank about that. They rank college profes- 
cors and statesmen higher than that. Every evidence is that they are 
doing the utmost to “develop their science as a source of economic 
strength and a strength in defense. 

Mr. Tuomas. I think the evidence at hand will substantiate that 
statement. As to the results they are producing and the numbers, that 
is something else. 

Dr. WaTeRMAN. These travelers come back with firsthand observa- 
tions in a limited way, of course. To one who can piece this together, 
it is reasonably helpful. It is reasonably well known how many uni- 
versities there are. Dr. Sunderlin, can you add to this? 

Dr. SunpeRLIN. I can only add, Mr. Chairman, that I have a pre- 
publication copy of what is probably one of the most thorough studies 
if all available data, all reports of individuals who have come from 
Russia, traveled in Russia. It is one of the most penetrating efforts to 
assess the reliability of some of the information which has come out 
about Soviet scientific manpower. The results of this study have been 
brought together by Dr. Nicholas De Witt. He has done this under 
the auspices of the Office of Scientific Personnel of the National 
Research Council. 

The Foundation has provided partial support for this study because 
we felt it was extremely important to get the most reliable data pos- 
sible about this situation. As I say, this is a prepublication copy. 
I will just indicate the chapter headings, if I am not taking too much 
time, to show the extent to which Dr. De Witt has gone into the prob- 
lems which I have mentioned. 

(The chapter headings are as follows :) 

General Setting of the Soviet Educational System 

Soviet Secondary Education 

Secondary Semiprofessional Training 

Higher Education and Professional Training 

Research Training Programs and Advanced Degrees 

Soviet Professional Manpower 

Mr. Botanp. Dr. De Witt is apparently with the Russian Research 
Center at Harvard. Does he concern himself only with this particular 
data in that center? Is that all that the Russian Research Center at 
Harvard concerns itself with? 

Dr. Sunpertin. No. He has had made available to him practically 
every kind of information existing on this problem. 


PROGRESS OF SOVIET SCIENCE 


Mr. Yates. Is he qualified to assess it? What is his background ? 
The next question that comes to my mind is this, Is the National 
Science Foundation in a position to assess the rate of progress of 
Russian scientists or Russian science ? 

We know the MIGs reached a certain stage of progress. Are there 
other examples in the field of science which would show the advance- 
ment of Russian science and possibly the numbers of people engaged 
in these fields ? 
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Dr. Sunpertin. The answer to the first part of that question js 
“Yes.” At the annual meeting of the American Association for th. 
Advancement.of Science 3 years ago there was a symposium on Sovie 
science. The results of this symposium were ublished in a volume, 
which I believe we. have here. This rather clearly indicates that jy 
certain fields of science the Soviets certainly have been making very 
substantial progress. Recently in connection with the problem of 
estimating progress in Russian science, we have been interested in the 
translation of Russian scientific articles. We have supported a pilot 
operation dealing with the translation of Russian articles in physics, 

Last year under arrangements with the American Institute of 
Physics, a survey was made of the reaction of physicists in this coun. 
try to the problem of learning more about Russian progress in physics, 
The results of that study I think are extremely illuminating. Nine 
out of ten physicists felt it was extremely important to continue and 
expand our translation efforts. That was largely due to the fact that 
in certain areas of physics, such as solid state physics, low-temperature 
physics, and others, their progress was equal to ours. 

Mr. Yates. As a lawyer, the question still remains in my mind as 
to whether or not you are repeating hearsay. Are you repeating what 
somebody has told you rather than having some underlying evidence 
of the advancement? Have you seen tangible evidences of it? Have 
these physicists that you referred to seen tangible evidences of this! 
We have seen the statements that the chairman has alluded to. We 
wonder as to the accuracy. There is a dearth of information coming 
out of Russia. How do you know this is so? 

Dr. Waterman. There are two separate things. There is the num- 
ber = scientists they are creating, and the other is the quality of their 
work. 

On the numbers, the Science Foundation is not making direct stud- 
ies there. Weare trying to get all the evidence we can from all sources. 
It is this composite picture which we bring to you. 

On the quality of their work we have direct evidence of that. This 
comes about in two ways, one from their published papers, the other 
from the conferences to which they are invited and which they attend. 

They are beginning to attend scientific conferences so we can talk to 
them directly. This means that our scientists can get firsthand in- 
formation as to the quality of their research. It is turning out that 
they are doing an extremely fine job in mathematics, and that they are 
doing a very good job in astronomy. 

Of course, in nuclear physics, the evidence on that comes out in 
the progress they are making along the same lines we are in atoniic 
energy. 

They are not to be discounted by any means. The answer to your 
question is, we are doing the best we can on the whole system. 

Mr. Tuomas. I notice in your justification, Doctor, about the trans- 
lation center, the exact information that Dr. Sunderlin detailed is 
shown there. 

We, in this country, spend a vast sum of money printing and bind- 
ing results of our investigations and research and sending it all over 
the world on the theory that it is not classified information. To what 
extent do the Russians send to this country by pamphlets and so forth 
the results of their research # 
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Dr. Waterman. They have their Russian periodicals which have 
been turned off and on. In general, they have had circulation, but 
only a limited amount of circulation. Occasionally, they stop sending 
publications to this country, and we have to get to them from an indi- 
vidual handling of some paper which someone has been able to get 
hold of. Again, Dr. Sunderlin has followed this picture somewhat. 
We do get a sampling of what they produce. There are times when 
ve have had fairly open access to their publications. This, of course, 
is the basis for these translations that I spoke about. 

Dr. Bronk. In regard to your question as to the competence of the 
foundation in this respect, I think it is worth pointing out that the 
foundation has wisely worked with and supported the agencies having 
special competence in this area. For instance, the Office of Scientific 
Personnel of the Research Council has been supported for a long time, 
under Dr. Trytten, by industry and by the Rockefeller Foundation. 
The Manpower Commission is largely supported by industry, and 
toa certain extent by scientific societies and the Engineers Joint Coun- 
cil. All three of these agencies are working on this intensively. The 
Science Foundation has helped them financially and is acting as a 
center to which all of this diverse information is brought. I think 
that we have at our disposal a very high-level group. For instance, 
the president of the Manpower Council is the executive vice presi- 
dent in charge of research of Standard Oil of Indiana. We have 
people of that sort. The vice president of the General Electric Co., 
Mr. Winne, is in this activity, and so on. 

Mr. Tuomas. My point in questioning the accuracy of the conclu- 
sion is that it appears in the justifications at least a dozen times. I do 
not doubt that we are getting a sort of psychosis in looking to the Rus- 
sians as a leader in that. Just when did they become leaders? Fif- 
teen years ago they did not have anything except what we gave them. 
When did this miracle happen? 

Dr. Bronx. I do not think that itisa miracle. I think you are right 
inassuming we probably give them too much credit, just as they would 
like to take all the credit they can get. There has been a marked im- 
provement. I would say it began with their cornering of some of the 
German scientists. 

Mr. THomas. It began then. There is no question about it. I have 
been over in Europe and have talked with numerous individuals about 
the problem. The stimulus, if they received a stimulus, came out of 
the German scientists. I have talked with a good many German scien- 
tists. Apparently they isolate them for a year or a year and a half 
before they send them home. The Germans do not think that they 
are setting the woods on fire in any field of activity. 

Dr. WarerMaAN. I do not think, Mr. Chairman, we would admit to 
the feeling of their superiority in science. I think what does concern 
us is the fact that they seem to be bending every effort to utilize and 
train everyone with scientific aptitude. Their system lends itself to 
that. What does concern us in this country is that we have an ex- 
tremely competent lot of scientists but the able students that come 
from high school do not go on and take advantage of further training, 
In many eases. For instance, as compared with this system that we 
have been talking about in Russia, there are less than 50 percent of 
our top high-school graduates that go on to college and get advanced 
training. 
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This means a loss among those with an aptitude in science, among 
other things. It means a loss among those with an aptitude for any 
specialized training. Unless we can tap that resource, we are likely 
to be on the short end in both quality and number in the years to come. 
It is that which is really our concern. This country is doing a remark. 
able job in holding boys and girls through high school, but of tho 
with high aptitudes that one can practically guarantee are good ia. 
terial to go through college and beyond, we are only getting less thay 
50 percent. 

This is a resource we should tap. That is why in our budget p. 
quest we are putting so much emphasis on the training of scientific 
manpower, and in the support of basic research which will train 
graduate students to fill that gap. As long as the situation continues, 
you see, there is quite clearly a demand for scientists, so that industry 
and defense are going to comb the country for able scientists to go 
directly into scientific work. This means they will not be available 
for teaching, and especially for secondary school teaching. We must 
have teachers to train these scientists. 

This is where the greatest shortage is now occurring, and is a large 
one in the case of the future. We want to improve the quality and 
do it by identifying and giving encouragement and opportunity to all 
those who have aptitude in science to get this specialized training for 
the future. 


FEDERAL CONTROL OF SCIENTIFIC EDUCATION 


Mr. Trromas. Tere isa pretty good place for me to say this. T have 
read your justifications carefully. I was struck with two outstanding 
thoughts. One is that it is not going to be very long before you have 
a charge thrown in your face, and you are going to have a hard time 
defending it, that the National Science Foundation is trying to take 
over in this country the colleges and the universities and lay down the 
pattern and control, through a Federal bureau in Washington, the 
education and training of college students and scientists. That is 
No. 1. 

No. 2 is that a large part of this justification is predicated on fear 
of what Russia is doing. Those are the two main reactions that we 
get out of your justifications. 

Dr. Waterman. On the first one, Mr. Chairman, I hope we make 
ourselves quite clear. I am sure our friends and colleagues in science 
and in the universities know that we are not planning to mastermind 
the educational pattern from Washington. You will notice we have 
no large educational program which we are trying to operate from 
Washington. 

Mr. THomas. You jump from about $200,000 4 years ago up to 
$20 million. 

Dr. Waterman. This is not all training. The education and 
science program is largely a matter of conferences and studies to 
determine what should be done. 

Mr. Tuomas. That is where you start. 

Dr. Waterman. This is available to everyone. We would expect 
that universities and colleges in their neighborhoods 





Mr. Tomas. It is what you lay down. You offer this bait to the 
colleges and universities. “If you want this money, you take it through 
this channel. We are the mastermind. This is what we want you 


to 
ot! 


— =< Oe | 


do 


do 
ar’ 


to 





235 


todo. If you want this money, you do this, or you do that or the 
other.” Is that correct? 

Dr. WATERMAN. No, sir; I would not say that. 

Mr. Tuomas. What would you say ? 

Dr. WaTERMAN. The people holding the conferences 

Mr. Tuomas. I am talking about schools and universities. You lay 
down the pattern for what you want them to do. 

Dr. WATERMAN. No, sir. 

Mr. Tuomas. Then you send your people in there to see that they 
doit. You call it a discussion with them, an evaluation, and so forth. 

Dr. WATERMAN. The discussions are not primarily our staff. They 
are by the people concerned in the educational field. 

Mr. Tuomas. They are your agents and doing what you want them 
todo. 

Dr. WaTerMAN. They are doing what they wish to do. We try to 
follow their plans. These are thrown wide open for them to determine 
for themselves what they think is the advantageous thing to do. 

Mr. Tuomas. Before you pass out this amount of money to the 
university, you lay down the pattern, do you not ? 

Dr. WATERMAN. We certainly do not here. We have several checks 
on that. We have additional committees appointed by the Board. 
These are part-time people who are authorities in their fields from all 
over the country. They are the ones that advise us with respect to what 
should be done. We also have our Board, which is highly representa- 
tive of all sections of the country. They pass on these plans, too. 

Mr. Tuomas. When they deal with X institution, they speak as 
representatives of the National Science Foundation; is that correct ? 

Dr. WaTERMAN. In any program of the Foundation, they do; yes, 
sir. 

Mr. THomas. That is what we are talking about. 

Dr. WaterRMAN. The plan of conferences and studies is worked out 
by the scientists and educators and not by us. We are only the agent 
which makes them possible. We take their recommendations. Our 
whole effort is to see to it that this is done by the people who are directly 
concerned. I, personally, am very much interested, Mr. Chairman, 
in avoiding any dictation on the part of a Federal agency in the field 
of education. That is why we have not proposed a general plan with 
a great deal of money in the field of education. We are trying to deter- 
mine what it is the scientists feel should be done. These studies are 
made by the scientists, by the university people, and by the industry 
people, to determine what they think is the right thing to do. 


PROCEDURE IN DETERMINING GRANTS 


Mr. THomas. What is the detail you go through, your regular course 
of procedure, when you are making a contract with X university ? 

Dr. WATERMAN. For research ? 

Mr. Tomas. Yes. 

Dr. WaterMAN. First of all, we receive proposals from scientists 
who have a problem that they think is going to be promising, and these 
are sent to us with the endorsement of their institution. 

Mr. Tuomas. Is this scientist connected with X institution ? 

Dr. WaterMAN. In practically every case that is true. These are 
sent out by mail for independent review by scientists in the same field 
so that we can get independent appraisals. 
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Mr. Tuomas. He sends it in to you and says, “I think that we should 
be equipped in this institution to do certain work along this line.” |: 
that ie first step? Does it originate with X college, or do you origi. 
nate 1t¢ 

Dr. WarerMAN. It originates with the scientist. 

Mr. Tuomas. In X college? 

Dr. Waterman. Yes. 

Mr. Tuomas. You do not make the check payable to the scientist, 
but to the college ? 

Dr. WatrerMAN. It goes to the college but the man is named. 

ame. Tuomas. Who originates it, the college or the Science Founda- 
tion ¢ 

Dr. Warerman. It gets their endorsement. We give it independent 
appraisal by independent scientists, and then a panel meets—— 

Mr. Titomas. Of the National Science Foundation ? 

Dr. Waterman. The scientists are chosen for their 

Mr. Tuomas. I understand. They are acting in a capacity as con- 
sultants to the National Science Foundation. That action is, in truth 
and in fact, the action of the Foundation, is it not? Call it any way 
that you want to, that is what it boils down to; is that not right? 

Dr. Waterman. We want their advice and independent scientific 
Jesament on the matter. We want their opinion as to the scientific 
value. 

Mr. Tuomas. Go ahead. You get their opinion and then what?! 

Dr. Waterman. We do. These things are subject to the review of 
the divisional committee, which is appointed by the Board, of scien- 
tists in the broad field such as biology and medicine—— 

Mr. Tuomas. These are agents of the Foundation. Call them what- 
ever you want to, consultants, friends or paid employees, they are still 
your agents, are they not? 

Dr. Waterman. They are employed because we want their inde- 
pendent scientific judgment. Once this has been made, then my staff 
reviews the proposal from the standpoint of Government interest and 
budget requirements, legal and administrative, fiscal matters and so 
on, and these are then recommended, the selected number, to our Board. 
By law, every grant we make is reviewed and approved by our Board. 
That is the final answer. 

Mr. Tuomas. What are the conditions for approval before you 
make the grant? 

Dr. WatrerMAn. That we must, of course, have the funds for it, 
that it is all in order and legally possible under our act, that the pro- 
posal is scientifically sound and so recommended by the expert judg- 
ment of scientists, and that this forms a proper part in the balanced 
picture of supported basic research as we have it in the Foundation. 

Mr. Tuomas. Do you stipulate how many hours will be put on it! 
What compensation ? 

Dr. Waterman. In the grant document? The award goes to the 
institution and the man and his project are named, so that the money 
goes to him. This permits the man to buy equipment and materials 
for his research in accordance with his original plan. It also enables 
him in many cases to employ a research assistant. In general, they 
employ graduate students. This is good because it means that in the 
process of doing research, we also train graduate students, and these 
men become immediately available on receiving their degree. 
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Mr. Tuomas. What followup do you have to see that he complies 
or does What you mutually agree to do? 

Dr. WATERMAN. The university is required to make a fiscal report 
every 6 months and once a year a scientific report. Papers are pub- 
lished periodically in the scientific periodicals and these research 
results are often reported at conferences. They are published. Last 
year there were about 300 such papers published on the research sup- 
ported by the Foundation. Something in the order of 800 graduate 
tudents were trained in the last year’s program in this way. These 

nen became immediately available as scientists. 

To the best extent we can, we keep in touch with the scientists by 
travel of our staff. Our travel funds are so limited we cannot do a 
very good job at that. 

Mr. Tuomas. Do you give them direction and guidance? 

Dr. WarerMAN. Not that, sir. We want to find out what they are 
doing. 

Mr. Tuomas. You can read that in their reports. 

Dr. WarerMAN. Those are delayed. We would like to know it 
promptly so it could be brought to our attention and used in the Gov- 
ernment. 

Mr. Tuomas. If you find they are not doing anything, that they are 
dragging their feet, then you could cut off the subsidy. Can you 
imagine a bigger leverage i in formulating policy, activity, and every- 
thing else, than what you are just detailing to us? 

Dr. WarerMAN. I think the answer is that we are well aware of this. 

Mr. THomas. So it was not a new subject that I raised? 

Dr. WATERMAN. It is a subject that we are very much concerned 
with. We hope, by making a selection of what comes to us, a wise selec- 
tion, that we are not in this way dictating but rather following what 
itis that the scientists themselves wish to do. 

Our advisory panels and the reviewers themselves are scientists. 
In this way we think we are doing right in the cause of science and 
doing a minimum of 

Mr. Toomas. Of course, those reviewers are your agents. They are 
doing your work. They are acting by virtue of your authority. So 
it comes right back to the question I raised, they are doing your 
work and at your bidding. If they do not like it, out the window 
it goes, 

Dr. WaTerMAN. It is quite like an expert witness in a court, Mr. 
Chairman. He iscalled in because he is an expert and not to prejudice 
the case. Surely scientists have this function. 

Mr. Tuomas. I have never heard of anyone calling in an expert 
witness unless they were to pay him and unless he was to testify 

favorably to those calling him. 

Dr, WarerMaN. The other side can also call in an expert witness. 
The whole training of a scientist is to view progress in science as 
objectively as possible. 

Mr. Tuomas. We understand what you are talking about. You 
say you are aware of the subject I raised, and that it is of some con- 
cern to you. My purpose was to point it out to you. You are aware 
of it,sir. You go ahead with your statement. 

Dr. WarerMaAN. If you would like, in the interest of saving time, 
Ican submit the statement. 
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Mr. Tuomas. No, you go ahead and discussit. I think the member 
have read your summary statement. 


OBJECTIVES OF BASIC RESEARCH PROGRAM 


Dr. WaterMAN. This is matter based on our summary statement, 
Our basic research program is intended to do three things. One js 
to strengthen the adequacy of our basic research efforts. In this 
the Foundation is expected to take a lead in general urpose basic 
research. We are requesting a $5-million increase for the additiona] 
support of basic research, first to make sure that progress in science 
is adequately maintained and, second to make sure that basic research 
becomes a greater part of our total research and development effort, 
It is this fundamental research which is necessary in order to provide 
the ideas and the basic material which development work in defense 
and in welfare and health needs. Third, this is an immediate way 
of training needed scientists as I have already explained. 

We have an increase of a million and a half directly concerned 
with the training of scientific manpower—our “Education in the 
sciences” program. This is for the reasons we have just been discuss- 
ing. It is an extremely urgent matter. We must start on this now 
if, in the future, we are going to have an adequate supply of scientists 
that are needed. 

A fourth important provision in the budget request is the continu- 
ation of an intensive effort of a program of studies having to do with 
scientific research and development in universities and colleges, in 
industry and in the Government itself. This is a comprehensive pro- 
gram which was specially highlighted in the Executive Order No. 
10521 of the President which came out last April. I believe, sir, that 
it did not come out in time for the hearing last year, but we have copies 
of it if you would care to have it in the record. 


PROGRAM OF STUDIES OF BASIC RESEARCH 


This called on the Foundation to continue and emphasize this pro- 
gram of studies. We have a chart here, showing its various aspects, 
together with a schedule, if you care to see it. The chart is contained, 
also, in the budget document. It is this chart right here. These com- 
prehensive studies include three major categories. 

Mr. Puiurrs. Are these studies by your own staff ? 

Dr. WaTERMAN. No, sir. They are done partly by contract and 
partly by our staff. 

Mr. Puiuirs. What are they supposed to point out to this com- 
mittee ? 

Dr. WarerMAN. The fields of coverage where we are making studies 
on matters that are of interest to this committee, namely, what the 
Nation is doing in science. We hope, you see, to lay the basis for 
policy recommendations as to what indeed the Federal Government 
should do with respect to scientific research and development. 

There has been no systematic study of many of these elements. We 
believe that in order to make intelligent recommendations about the 
Federal program, this study should be made. 

For example, on research programs of the Government, we are mak- 
ing surveys and special studies on Government research. This is 2 
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staff matter, as indicated over here. The solid red, or black on your 
diagram in the budget document, represents a staff study . The cross- 
hatching represents work done by contract, where this seems advis- 
able. This study | pointing] is a compilation of Federal Government 
nana expenditures. You have seen the series that we have on that. 
The last is a blue covered one, Federal funds for science. 

Mr. OsrerraG. Is that in terms of dollars? 

Dr. WATERMAN. This is merely a time schedule. This is for fiscal 
years 1954, 1955, and 1956. 

" Mr. Osrerrag. How is it measured ¢ 

Dr. WATERMAN. It represents activity with respect to the item on 
the left. The chart is in the justification. 

Mr. Yares. As I understand your chart, this merely shows that you 
intend during certain months of the fiscal years 1955 and 1956, respec- 
tively, to apply some activity of research in certain fields. It has no 
relationship to particular amounts of dollars; is that correct 

Mr. THomas. That is correct. 

Dr. WatrerMAN. This chart does not indicate any reference to dol- 
lars. Itis time and subject matter. Weare making a survey of State 
government research, taking six States as a sample. This is the first 
time that State-supported research has been investigated. We are 
| investigating the Federal Government’s need for research at educa- 
tional institutions. 

Mr. Osterrac. Are you speaking of educational institutions / 

Dr. WATERMAN. Yes. We are making case studies of Government 
decisions on contracting research. ‘These are studies on research pre- 
grams of the Government. In connection with research at non-profit 


institutions, we are making a staff study of the financial support of 
graduate students, the research expenditures in universities, faculty 
and research manpower in universities, case studies of the impact of 
Federal Government research contracts. 

On that, we have a special committee appointed by the Board which 
is making a —— study of Government-university relationships, 


policywise. This committee has been in existence now for some time. 

Mr. Tuomas. What is going to be the net result of these studies? 

Dr. WarerMAN. A series of reports and a final report. 

Mr. THomas. What is the net result? What is the purpose behind it ? 

Dr. WarerMAN. This would be the basis for recommendations as to 
what the Federal Government should do. 

Mr. Tuomas, It is in the Federal Government’s hands to channel 
certain activities and studies into various subjects ? 

Dr. WATERMAN. It is, in ways that are legitimate. 

Mr. Tuomas. The word “legitimate” is not a good word. It is 
“valuable.” 

The Foundation is the one that is the judge of value. 

Dr. WATERMAN. The reports would come out with the findings, and 
everyone could draw his own conclusions. 

Mr. Osrerrac. In the case of the military where billions are ex- 
pended annually in research and development, you do not propose to 
recommend to the Defense Department how much research should 
be programed, do you? 

Dr. WaterMAN. No, sir. That is rather clearly stated in this Exec- 
utive order that I spoke about. One has to distinguish clearly between 
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the applied research and development that an agency does and the 
basic research. The basic research is unclassified and rather commoy 
to all agencies. The Foundation is not concerned with the develop. 
mental programs of.another agency. That is their business and js go 
spelled out in the Executive order. Each agency is to be held responsi. 
ble for that. 

Our problem is to deal with the basic research, which is the kind of 
resniaied where the man is simply trying to find out what goes on 
without regard to any possible immediate application. 

Mr. OsrertaG. These agencies are involved in basic research, also, 
are they not? 

Dr. WATERMAN. Yes, sir. 

Mr. Ostertac. Do you make recommendations in connection with 
their basic research ? 

Dr. WaterMAN. We follow what they are doing in basic research, 
We consult and advise with them on their programs. The present 
policy on that is that each agency is authorized and directed—let me 
read the statement in the Executive order: 

The Foundation shall be increasingly responsible for providing support by the 
Federal Government for general-purpose basic research through contracts and 
grants. The conduct and support by other Federal agencies of basic research 
in areas which are closely related to their missions is recognized as important 
and desirable, especially in response to current national needs, and shall continue. 

In short, other agencies, like Defense, or Health, Education, and 
Welfare, have a perfect right to do basic research according to the 
Executive order in fields related to their mission. Public Health, for 
example, with disease; Defense, with weapons and techniques—— 

Mr. Tuomas. Their jurisdiction is laid down by statute. The Execu- 
tive order is not attempting to do any legislating. 

Dr. WATERMAN. It is aclarification. It does say they have the right 
to do basic research and should do it in areas that they can defend in 
their budgets. 

In the Foundation, we have the general-purpose basic research. 

This policy study matter, connected with the chart, is stated in the 
order: 

The National Science Foundation * * * shall, from time to time, recommend 
to the President policies for the Federal Government which will strengthen the 
national scientific effort and furnish guidance toward defining the responsibilities 
of the Federal Government in the conduct and support of scientific research. 

The Foundation shall continue to make comprehensive studies and recom- 
mendations regarding the Nation’s scientific research effort and its resources for 
scientific activities, including facilities and scientific personnel, and its foresee- 
able scientific needs, with particular attention to the extent of the Federal Gov- 
ernment’s activities and the resulting effects upon trained scientific personnel. 

That is the origin of the series of studies that we are making. The 
rest of this chart indicates a similar program with respect to nonprofit 
institutions, and research in industry, which you note is largely handled 
by contract. Here we have about 12,000 firms involved in this survey. 
I think returns from about 2,000 are now in. These are reporting on 
their interest in basic research, their manpower requirements, and that 
sort of thing. 

Finally, a study which is just beginning on the economic implica- 
tions of research, what it means to the country to have basic research 
supported in one field or another. This is obviously of great impor- 
tance in the whole national picture. 
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This gives you a general idea of the program of studies. 

Mr. Tuomas. What is the purpose of that economic study? 

Dr. WarerRMAN. It is to find out whether it is worthwhile to pursue 
research in a particular area and to what extent. Should the Federal 
(iovernment, for instance, be interested in aiding in the support of 
research more than is going on in the universities and industry or not. 

Mr. Tuomas. Is this the next step in subsidizing most of the activity 
in private industry? The Government is already subsidizing research 
in private industry to a large extent. Is this the next step to take over 
research in private industry ? 

Dr. WaTeERMAN. No, sir. It may well be that such a report will 
come out as a stimulus to industry. 

Mr. Tuomas. We are spending $2,217 million, if my arithmetic is 
correct, this year. That does not include private research foundations 
and private industry. The purpose of your economic study is to find 
out Whether that $2,217 million that the Government is spending is 
worthwhile ? 

Dr. WareRMAN. That is part of it. About three-quarters is for de- 
fense. We would not be concerned with determining this. 

Mr. Tuomas. You know what the answer is before you ever make 
the study, that it is worth the money. The upshot of your report is 
going to be that it is worth the money and that there should be more 
spent. So why not let’s just take the cost of that economic report and 
spend it on basic research, because that is what your answer is going 
to be. There is no doubt about that. 

Throughout your justification you make that statement in there, 
either direct or through insinuation or innuendo, that the progress of 
this country has largely been based upon scientific investigation and 
research. I think it is true. 

Dr. WarerMAN. Basic research, yes. Industry will largely take care 
of the other. 

Mr. Tuomas. I do not know much about basic research. I think 
some of these scientists come up with some fine ideas who have never 
seen the inside of a university. A classic example is Mr. Edison. 

Dr. WarerMAN. This is a legitimate Government activity. There 
are areas in science that are important to the country and the world, 
like the utilization of solar energy. 

The sun gives us about 50 million horsepower per square mile 

Mr. Tuomas. The Smithsonian Institution has been working on 
that subject for the last 45 or 50 years, and we give them around 
$80,000 to do that and have, for the last 40 vears. 

Dr. WarerMaN. That is right. 

Mr. Tuomas. Don’t you think you ought to take that over and 
put it in the National Science Foundation ? 

Dr. Waterman. No, sir. We can encourage this by grants to indi- 
vidual investigators. This is in the basic research stage. No one has 
succeeded in making a good breakthrough showing how solar energy 
can be utilized. Industry will not do this until it sees a promise of 
being commercially successful. Once that is done, it will be a different 
story. One has to go back to the basic scientists and see what they can 
do. If they have competence, encourage them to pursue their own 
investigations to have a better understanding of the processes that 
could be used. 
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It seems to me this is a very legitimate thing for the Government 
to do, because industry can not afford to do it until it is profitable. So, 
more power to the Smithsonian Institution. 

It seems to me that any agency that sees a way of encouraging basic 
research in that area should do so. If conferences are held, if indj- 
vidual investigators are encouraged to proceed, then when it becomes 
promising as a commercial venture, industry would be ready to pick 
it up. This does seem like a very important kind of Government 
responsibility. 

Since the National Science Foundation is interested in the whole 
area of science, we are interested in following and encouraging such 
areas as that. 

Mr. Tuomas. Go ahead, Doctor. You are making some very inter- 
esting statements. 


TRAINING SCIENTIFIC MANPOWER 


Dr. Waterman. I have spoken about these policy studies. In fur- 
ther explanation of the program in training scientific manpower, we 
have made a slight increase in the graduate fellowship program. This 
amounts to an increase of about 35 predoctoral graduate fellowships. 
The number we award this vear all told will be about 715. The request 
is a slight increase to produce a better balance between the different 
years of graduate study. 

We are increasing by 90 the number of postdoctoral fellowships 
which are awarded. ‘These are to those who already have their de- 
grees. ‘These are senior people for which there has been a great deal 
of demand. 

Mr. Tuomas. Which of your 2 main programs is the most import- 
ant, training of these 715 scientists or spending $12 million or $13 
million in basic research ? 

Dr. Waterman. They are not quite comparable, sir. In one case 
it is the training of manpower, advanced training of scientists; in 
the other it accomplishes progress in science. We must have both. 
Recent events have shown that we must do something about the train- 
ing of scientists. So I would say that we must have a balanced pro- 
gram. We must keep the progress of science going. That is the grant 
program for research, where the awards are made of the scientific 
problem itself which is studied and the byproduct is a training in man- 
power. We must, also, deliberately cultivate the training of scien- 
tists themselves. We must do it on two fronts. The first is the fellow- 
ship program, to get scientists right away, and the other which is 
emphasized in this budget request, starting lower down 





ULTIMATE PROGRAM LEVEL 


Mr. Tuomas. What is the thinking of the Foundation now as to the 
ultimate ends of your program? You started out in 1950, In 1951 
you had about $225,000; in 1952, $3,500,000; 1953, $4,750,000; 1954, 
$8 million; 1955, $12,250,000; and now you have jumped in fiscal 1956 
to $20 million plus $11 million for the international geophysical year. 
That is $31 million that you are stimulating. 
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What is your thinking as to when you are going to level off your 
program ? Sen ; 

Dr. WATerMAN. The limit there is the number of competent scien- 
tists that can be supported. It would be of course absurd and foolish 
to try to hand money to people to do research who are not competent 
to do it. It goes back to the number of competent scientists we have 
inthe country. 

Referring to this total $31 million request, $11 million is for a very 
special purpose which will not recur again for, perhaps, 25 years. 
That is a separate kind of item in a very special field, namely, geo- 
physics, where we are lacking observations throughout the world. 

That brings us, then, to the salaries and expenses 

Mr. Tuomas. Are you sure that is not going to be a nonrecurring 
item 4 

Dr. WATERMAN. It is only for the years 1957 and 1958. 

Mr. Tuomas. Are you sure it is not going to be a recurring item; 
any of the parts of it ? 

Dr. WaTerMAN. The research which will be undertaken as a result 
of the study will be stimulated, but that is not the same thing as the 
simultaneous observations in concert with the other nations. 

Mr. Tuomas. I think we understand each other. Off the record. 

(Discussion off the record.) 

Dr. WaterMAN. The regular budget in the Foundation is $20 
million. The increases that we have had in the budget are going to 
level off before long. 

Mr. Tomas. When and how much? 

Dr. Waterman. This is very hard to say, sir, because this is a 
matter of relative responsibility as to the other Federal agencies. If 
the other Federal agencies should begin dropping basic research, and 
we took it on, we would want to keep the level there in the national 
interest 

Mr. Tuomas. You have no authority to take on basic research? 

Dr. WaTeRMAN. Only to support it by means of contracts and 
grants. We have no authority to conduct it; no, sir. 

Mr. Tuomas. What do you mean by “if you take it on”? 

Dr. WaTerRMAN. Take on some of their work that they are now 
supporting by grant or contract. 

Mr. Puiiires. What do you mean by “they”’? 

Dr. WaTERMAN. Other Federal agencies. 

What we are interested in, as the agency largely responsible for 
basic research, is seeing to it that the Government level of basic re- 
search is adequate. It is our belief this should be increased. 

As for our own part, if the other Government agencies 

Mr. Tuomas. You say “It should be increased.” Increased how 
much ? 

Dr. WATERMAN. The best estimate we could give would be increased 
to the point where those scientists who are really regarded as com- 
petent in basic research get the kind of support they need. 

A rough estimate of this in the overall figure, I would say, at the 
present time—this is my own personal opinion based on such evidence 
as I have been able to get during some 14 years of experience in the 
government—is something in the order of an increase of 50 percent, 
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roughly, in the overall support of basic research which I would think 
justifiable. 

As for the program of the National Science Foundation, we expect 
to receive next year a total of about $30 million in proposals fo, 
research. It is quite clear from our experience so far that about 
three-quarters of these are of very high quality. At the present time 
we cannot come anywhere near supporting this amount. 

Our estimate this year of roughly $13 million for the support of 
basic research is on the assumption that we support 60 percent. of the 
high quality, after review, proposals which we receive. 

At present then, I could say that we would certainly not want to g 
beyond the meritorious proposals which we get in. This gives you 
some idea that we are not going to expand indefinitely, but that there 
would be a limit probably in the next 1 or 2 years, unless there is a 
major change in the supported research by grant or contract in some 
other agency. Does that answer your question, sir? 

Mr. ‘tHomas. Yes. You may continue. 

Dr. WaterMAN. Perhaps Dr. Barnard would like to make any 
remarks on this. 


FEDERAL CONTROL OF SCIENTIFIC EDUCATION 


Dr. Barnarp. I would like to make 1 or 2 remarks, going back to 
the question that the chairman raised very early, as to the direction 
of the activities of the scientists. 

You spoke about the people who get grants that aid in research as 
being agents in carrying out the wishes of the Foundation. Those 
grants are gifts and you lose control of the gift when yon give it. 
You get the control in the form that if the fellow is dishonest with 
it or incompetent, his chance of getting more is gone. 

That matter has been discussed at the Board. 

One of the things that the members of the Board are most certain 
about, I would say Dr. Bronk can confirm or deny this, is that the 
danger in operating this is that we would try to give positive direction 
to science. All scientists believe that is not feasible and believe it is 
not going to work out in Russia. 

When I was a boy you used to hear the expression, which was very 
apt, that we no longer hear, “You can lead a horse to water but you 
can’t make him drink.” 

The idea that you could take a scientist and put him in a column 
now and say, “You do this,” whether he wants to or not is about as 
impossible as making a pianoplayer out of somebody who has no 
interest in music. 

The second thing I wanted to say is related to another thing. I want 
to say that I am not a scientist. I have been an observer for 40 years 
and am familiar with what they do and how they think without myself 
being involved. The practice of research is a part of the inevitable 
and continuous training of any scientist just as of a lawyer. Every 
lawyer learns with experience as he goes along. He does not quit when 
he gets through law school. 

A scientist who ceases to actually operate in research soon ceases to 
be a scientist. I will give you 2 cases. Jim Conant, who was pres!- 
dent of Harvard, a chemist, and Karl Compton have said in my pres: 
ence, “We used to be scientists.” They have been involved in adminis- 
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tration so long—you can discount it somewhat—but I know what they 
mean. If you get your hand out of the game, you soon have only a 
jhilosophical understanding of it. That is the way it looks to me. 

| wanted to make the point that, in addition to the basic scientific 
knowledge that is accumulated in Government, and other institutions 
as well, you have a training function. If you were to eliminate all the 
ientists today by some poison gas, or what have you, and had nothing 
but the laboratories and libraries left, you would not have any science 
inthis country. The continual practice of the art of science is some- 
thing that the country has to be concerned with at this time. 

Dr. Bronx. There are two things I might say there. The first is 
with regard to the concern that you express as to the control of science 
outside the Government and in private universities. I have had that 
concern myself because of sebekeil considerations that may be pertinent. 

At the time the Science Foundation was created I was chairman of 
the National Research Council of the National Academy, of which I 
am now president, so I am still responsible for the National Research 
Council. That, you know, is a nongovernmental agency which was 
created by the scientists to aid the Government and to aid private 
agencies. 

People said to me at the time that the Science Foundation was cre- 
ated, “I suppose there is no future for the Naional Research Council 
any more ¢” 

I said in stronger language than is appropriate to use here for the 
record, “If that time ever comes, then I am going”—— 

Mr. Tuomas. You are talking tofriends. Go ahead. 

Dr. Bronx. That I was going to be one of the most vigorous oppo- 
nents of the National Science Foundation, because I guess I am an 
wreconstructed advocate of private initiative and responsibility of 
the individual citizen. I hope that the time will never come when 
the private citizen abdicates his responsibility for our country and 
for our important cultural institutions. 

I said I did not believe that this was going to happen, that the coun- 
try was ever going to permit an agency of Government to take over 
an important sector of our own national character, science, no more 
than it would permit the Government to take over the activities of the 
lawyers of the country, or the journalists, the representatives of any 
denominations, any religious doctrine or creed. 

I went on to say I thought the function of the Academy and Re- 

search Council was greater than ever before because of the funds that 
were being made available through the National Science Foundation, 
that I felt certainly they would call upon and cooperate with the 
scientists of the country rather than dominate them. 
_ I think it is a thing you must watch, as you have said. I can say 
in all sincerity that with very few exceptions, almost negligible excep- 
tions, there has been an extremely conta relationship between these 
2 agencies, 1 governmental and 1 nongovernmental, with which I have 
an association. 

I think the fact that the National Science Foundation has turned to 
the National Research Council for appraisal of those who are applying 
for these fellowships is a wholesome sign. The people operating 
through the National Research Council appraise these applications 
and make the recommendation to the Science Foundation and get 
nothing for it. 
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We never pay anyone who cooperates with the National Research 
Council, because we say, “This is your agency. If you are not willing 
to work for your own profession, we do not want you.” We pay out. 
of-pocket expense and no more. ; 

The National Science Foundation has been conscious of the ulti. 
mate responsibility of science in the hands of the scientists them. 
selves and their institutions. Also, I think that one of the importan; 
roles of the National Science Foundation is to encourage the greater 
contribution of funds by individuals. This is historically the role 
of the National Research Council and the National Science Founda. 
tion has cooperated in this. I refer to infantile paralysis, the Cancer 
Society, and the various industrial philanthropic programs, the fel. 
lowship programs, the sort of thing that you and I were talking about 
personally in connection with the Welch Foundation in Texas. It 
is up to us to encourage but never supplant the private support of our 
educational and scientific institutions. 

I cite this because you will see that one person on the Board who, 
I think, is not unacceptable to the other members of the Board admin. 
istration, has this very strong conviction that the Government should 
never get into the control of this important sector of our culture. 

A second point I would like to make with regard to this matter of 
the training of individuals, which I think is extremely important, is 
that no one can tell how great should be the contribution in the future 
to the education of our able young men and women who would other. 
wise not be able to develop their talents in support of their country 
and our society. 

I hope the time will never come when young men and women will 
not do as many of us have done. I know that Mr. Phillips, when he 
graduated from college, worked to get more education in teaching, 
When I graduated from a sister university, a branch of a certair 
competitive hierarchy, I had to go to the University of Michigan and 
teach to go on with graduate work. I know full well there are a lot of 
people who simply cannot make the grade because of family commit 
ments. It isa tragedy if we cannot enable them to go on and develop 
themselves to the degree that they can. 

Here I would like to say something that is not directly relevant 
but I think is of importance. I hope you will never think that the 
Science Foundation—and we discussed this at the last meeting of 
the Board—believes that the only people who are important to the 
future of our country are scientists. As a trustee of the Rockefeller 
Brothers Fund, I am glad to say that we have put a considerable 


amount of money recently into fellowships for young men who ar § 


considering the possibility of going into the church of any denomina- 
tion or creed they wish. I am a strong believer in the development of 
a better trained people, higher ideals, in law, theology, journalism, 
business, as much as in science. I think we are conscious of that. | 
just put that in because sometimes our statements here may indicate 
that we think scientists are more important than other people. I do 
not think it for a moment. 

Mr. Tuomas. That is a very nice statement. Both statements are 
very helpful. We will make them a part of our permanent recor(, 
yours and Dr. Barnard’s. 

Do you want to continue, Dr. Waterman ? 
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INCREASES IN TRAVEL AND PERSONAL SERVICES 


Dr. WaTrerRMAN. I will call attention to the summary statement, 
again, that in addition to the increase for basic research and training 
scientific manpower, the Foundation also will require increases for 
travel and personal services. The Foundation’s operations have been 
seriously restricted in fiscal year 1955 by the limitation on funds for 
travel of expert consultants and the staff. 

The use of consultants is highly necessary to avoid this dictation 
and control from Washington that I spoke about. We also have our 
Board that meets regularly about 7 times a year. 

The average attendance of the 24-member Board at meetings has 
been about 20 out of the 24. The Board is following these operations 
very closely. 

The effects of insufficient funds for personal services have been 
equally serious. .As indicated in my letter of June 28, 1954, to the 
chairman of the House Subcommittee on Independent Offices Ap- 
propriations, the Foundation is in fiscal year 1955 limiting obligations 
for personal services for all activities except “National Science policy 
studies,” a substantive and not an administrative function, to $771,000, 
the same amount estimated for 1953, when the Foundation’s programs 
were very much smaller than now. The result has been that there is 
now a serious shortage of scientists in the Foundation. Even without 
in increase In program activity in 1956 it would be necessary to pro- 
vide additional personnel. In view of the necessity for moving ahead 
both in the development of high-quality scientists and engineers and 
in the assumption of greater responsibility for the Federal Govern- 
ment’s program of basic research support, a total increase of approxi- 
mately $148,000 for personal services is considered to be the minimum 
increase required if the Foundation is to exercise its responsibilities 
effectively. 

The fact is that we are in 1956 proposing a slight increase in the 
number of scientists for the program. This is to be sure that we have 
the key scientists to cover scientific specialties. This increase is not 
large and will take care of the permanent situation for a long time. 
Actually the total that would result for personal services is about 6 
percent of the total budget. 

The other increase is in connection with the scientific manpower 
work which we feel, under the present situation, is very important. 

Mr. Tuomas. That is a nice statement. Dr. Bronk, if you had X 
dollars to spend, which would you spend it on, for scholarships or for 
basic research? Where would you get the most good, sending the 
young men to school or scattering it out through 100 institutions on 
basic research ? 

Dr. Bronx. Perhaps it is my Scotch background, but I think I 
would split it, perhaps play a little bit safe on both sides. 

Tam reminded a hittle bit in this connection of a man’s wife who 
will say that our whole life must be devoted to our children, and they 
sacrifice so much of their lives to their children that they cannot do 
anything themselves. It is fine and a noble thing, but I believe they 
‘an split their time so they can contribute much to their children and 
at the same time contribute to society as well. 
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In the first instance, if they would always take this attitude anq 
their children and their children’s children, no furtherance would be 
made to society. 

Most people play.it both ways. They devote their time and atten. 
tion to their children and at the same time to the community. In this 
case, I ae say it is important to be active in carrying on research, 
because that is a stimulus to the young people coming along. If, on 
the one hand, you put all of your resources into the achievement of 
research, we do not train any people for the next generation. 

Mr. Tuomas. That seems very helpful. 


JUSTIFICATION OF THE ESTIMATES 


Mr. Reporter, at this point insert page 8 in the record, also page 7 
and page 10. 


(The justifications referred to are as follows :) 
STATEMENT RELATING APPROPRIATION ESTIMATE TO CURRENT APPROPRIATION 


Salaries and expenses 


1954 appropriations (including supplemental) -----__--__-___-__-_- $8, 000, 000 
1955 budget estimate (including’ amendments and supplementals 
SURIEOAG ‘So CNN sii. ik ed ees 14, 000, 00 
TOG MOOI EINLIO BO BUI, OG i in ois inte amie ind em aecensiesedcibines 12, 250, 000 
Unobligated balance of 1954 appropriation________________________- 407, 722 
Total ‘appropriations for 1906. 2 i a a 12, 657, 722 
Deductions : 
Decrease in policy studies....................-.....5 $86, 605 
Decrease in Scientific Information Exchange________-_~ 16, 201 
102, 806 
PGI o einidenicininntenrrte pepe clbnan mediated ho waiiad dda gna, 12, 554, 916 
Additions: 
Inerease in Clearinghouse for Scientific Manpower 
Se se NE SASS Sh ici econ eke eS $73, 415 
Increase in support of research_______________---__ 5, 128, 000 
Increase in graduate fellowship program_________-_-~_ 499, 000 
Increase in education in the sciences___________--_-_-_ 1, 504, 000 
Increase in review of research and training programs. 230, 800 
Increase in executive direction and management____-_ 9, 869 
——————_ 7, 445, 084 
ye RE I ee 20, 000, 000 
Analysis by activities 
1955 Deductions Additions 1956 
1. National science policy studies -____._.-_..-- $939, 190 Oe 0 92 28S $926, 000 
2. Support-of science: 
(a) Grants for support of research - -- ---- S wee eee 1... ......2... $5, 128, 000 13, 228, 000 
(b) —— seg training of scientific man- 
ee SRR ETC LIT 2960 000 |. .«.::.,-c.. 2, 003, 000 | 4, 248, 000 
(c) Review. of research and er pro- : 
Ne d+ . dissed danceyselal-paben #4 ON 908 bind sssiscav deh 3 230, 800 856, 000 
3. Scientific information exchange_.__._._._._.- 366, 201 Rae fol. sccce ee 350, 000 
4. Executive direction and management__-_. ___- 099,900) 5 525234.-0652 9, 869 392, 000 


weenie ui ob ~~ 42, 657, 722 29, 391 | 7, 371,669 | 20, 000, 000 
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Summary of obligations by activity and and program 


Increase (+) 























eat 
i 
Actual, Estimate, | Estimate, or 
fiscal year fiseal year | fiscal year | decrease (—), 
1954 1955 1956 1956 over 
1955 
bg ae ience policy studies: | 
ional scie 
- Policy GU ok tee osteo c nen eens $494, 475 $605, 525 $518, 920 — $86, 605 
Clearinghouse for scientific manpower data. 321, 308 333, 665 407, 080 +73, 415 
sadtetiis Sino eres eo 815, 783 939, 190 | 926, 000 —13, 190 
support of sciente: 
Grants for support of research: 
Biological and medical sciences -_---- - -- 1, 965, 788 3, 670, 000 6, 614, 000 +2, 944, 000 
Mathematical, physical, and engineer- 
A i ee ied ccindn eagle 2, 032, 780 4, 430, 000 6, 614, 000 +2, 184, 000 
Grants for training of scientific manpower: 
Graduate fellowships... ..........-.---- 1, 726, 978 1, 924, 000 2, 423, 000 +499, 000 
Education in the sciences. -.----------- 160, 789 321, 000 1, 825, 000 +1, 504, 000 
Review of research and training programs... 557, 415 625, 200 856, 000 +230, 800 
Cua IE icant cies Anna tread ate 6, 443, 750 10, 970, wall 18, 332, 000 +7, 361, 800 
Scientific information exchange: mal’ “oe 
Dissemination of scientific information -- --- 217, 595 291, 201 275, 000 —16, 201 
Attendance at international meetings. - - - -- 53, 058 75, 000 75, 000 0 
GubietAs sae ceicen i Gk Boi hate 270, 653 366, 201 350, 000 —16, 201 
Executive direction and management- --------- 423, 343 382, 131 392, 000 +9, 869 
TOU. Fees Seiden See ahd keene 7, 953, 529. 12, 657, 722 20, 000, 000 +7, 342, 278 
Summary of obligations by object 
- 7 l 
Increase (+) 
Actual, Estimate, Estimate, or 
fiscal year fiscal year fiscal year | decrease (—), 
1954 1955 1956 1956 over 
1955 
1 Personal services. .................--.-.---- $941, 604 $1, 101, 744 $1, 249, 700 +$147, 956 
CB Trwireasiseeh ic thladc das cdc ees ose cewescn 103, 155 111, 000 150, 000 +39, 000 
(8 Transportation of things... .........-.----- 329 1, 000 1, 000 0 
#4 Communication services...............---- 23, 844 25, 234- 25, 000 —234 
5 Rents and utility services__........--..-- ft 217 300 300 0 
06 Printing and reproduction. ---.-.-....---.-- 15, 478 26, 337 32, 000 +5, 663 
0? Other contractual services -......--.--.----- 477, 815 494, 581 860, 000 +365, 419 
08 Supplies and materials--_---.-...--.-------- 15, 714 12, 482 12, 000 — 482 
© Bouin cites) EU i kt 22, 191 7, 223 9, 000 +1, 777 
Trem i 0 ake entered comes temiulie cree’ 6, 349, 122 10, 873, 800 17, 657, 000 +6, 783, 200 
15 Taxes and assessments. -....--------------- 4, 060 4, 021 4, 000 —21 
| 12, 657, 722 | 20,000,000} +7, 342, 278 





Tee: acne. feobisaw.s ‘ = 7, 953, 529 





NUMBER OF EMPLOYEES 


Mr. Tuomas. How many employees do you have now on the rolls 
of the National Science Foundation ? 

Dr. WATERMAN. 152. 

Mr. Tuomas. How many do you want for 1956? 

Dr. WaTerMAN. 180. 

Mr. Tuomas. That does not include the 24 part-time members or 
the subcommittees ? 

Dr. WaTeRMAN. These are full-time staff. 

Mr. Tuomas. In addition to that, you have the services of your 24 
members of the National Science Board. How many members do you 
have in your subcommittees ? 

Dr. Waterman. Do you have that figure, Mr. Sheppar dé : 
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Mr. Suepparp. It amounts to 12 full-time positions. It fluctuates 
up and down in numbers. 

Mr. THomas. How many subcommittees do you have ? 

Dr. Sunpverurn. Three divisional committees. 

Mr. Suepparp. Fourteen advisory panels. 

Dr. WATERMAN. Fourteen panels, three divisional committees, and 
some special committees, like this one. 

Mr. Tuomas. What is the total figure when you get through with 
the panels and subcommittees ? 

Dr. WaterMAN. We can provide that. 

Mr. Tuomas. Give me an approximate figure, because I have in 
mind a figure of about 400 that NACA has on its advisory committees, 

Dr. Waterman. A little less than 200 in round numbers. We can 
give you the exact number. 


TRAVEL REQUIREMENTS 


Mr. Tuomas. That is 200 plus your own staff that have to travel! 

Dr. Waterman. Yes. Could we insert that in the record? That 
is, pages 95 to 100 on the travel requirements ? 

Mr. Tuomas. Yes. 

(The material referred to follows :) 


SUMMARY OF TRAVEL REQUIREMENTS 


The nature of the programs of the National Science Foundation requires that 
the National Science Board, divisional committees, advisory panels, and part- 
time consultants meet periodically and that full-time staff members maintain 
close liaison with the research supported by the Foundation and with the scien- 
tific community. In fiscal years 1954 and 1955 the lack of sufficient travel funds 
seriously impaired the effectiveness of the Foundation’s operations. In the in- 
terest of permitting examination of the Foundation’s travel requirements as a 
whole and in order to point out the seriousness of some of the economies the 
Foundation has been forced to effect, the estimates for travel for the four activi- 
ties are presented in this summary. 

The major portion of the Foundation’s appropriation is obligated for grants 
in support of basic research and for the training of scientific manpower. Re 
search grants have now been awarded to more than 225 institutions, widely dis- 
tributed throughout the United States. National science policy studies, as well 
as other studies of special and urgent nature, have increased materially over 
the 1953 level. All of these areas of increased workload require increases in 
travel for advisory panels, the program staff, and special study groups, as well 
as for such policymaking bodies as the National Science Board and the divi- 
sional committees, and for purposes concerned with administration. 

It should be noted also that none of the agencies with research programs 
closely paralleling that of the Foundation have similar travel limitations that 
affect the development or supervision of their research programs. While it is 
recognized that appropriations or experience of other agencies should not serve 
as a basis for determining requirements of the Foundation, it is believed that 
the Foundation’s control of travel funds compares favorably with other Federal 
agencies and with private foundations operating similar programs. Adequate 
travel funds for the purposes of development and supervision of scientific re- 
search activities result in greater economy, not waste. 


NATIONAL SCIENCE BOARD 


The National Science Board consisting of 24 members, “* * * eminent in the 
fields of the basic sciences, medical science, engineering, agriculture, education, 
or public affairs ;” appointed by the President, was established by the National 
Science Foundation Act of 1950. It is the primary policymaking body of the 
Foundation and must approve each research and graduate fellowship grant 
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awarded by the Foundation. In the past the Board has met on the average of 
seven times each year. The estimate for 1956 is on the basis of seven meetings 
during the year, and such individual travel as is necessary in carrying out the 
Foundation’s business. 

DIVISION AL COMMITTEES 


The National Science Foundation Act of 1950 directs that there be a divisional 
committee for each division of the Foundation to advise the National Science 
Board, the Director, and the divisions on policy matters. In addition to regu- 
larly scheduled meetings the services of individual members are required from 
time to time. Attempts to restrict meetings to 1 or 2 a year have in previous 
years brought sharp criticism from the committees to the effect that they cannot 
discharge their function of advising on policy matters unless more meetings are 
possible. The number of meetings scheduled for 1956 is based on what is con- 
sidered to be the absolute minimum, namely three meetings for each committee. 


ADVISORY PANELS AND CONSULTANTS 


Advisory panels, with membership representative of the Nation’s outstanding 
scientists, review and evaluate research proposals, and advise program directors 
on the best means of carrying out program objectives. The services of these 
outstanding scientists could not be obtained on a full-time basis, but by judicious 
use of travel funds they can be employed on a part-time basis at small cost for 
personal services. The Foundation currently has 15 advisory panels, 12 in the 
science divisions, 1 for social sciences, 1 for scientific manpower information, and 
1 for the program on exchange of scientific information. There are only 6 ad- 
visory panels for the 8 program areas in the biological and medical sciences. A 
separate panel for each of the eight programs will be necessary in 1956. It will 
also be necessary in fiscal year 1956 to establish an advisory panel for the educa- 
tion in the sciences program. 

The Foundation has been forced in the past to curtail travel drastically for 
these groups. Program directors have been forced to assemble meetings of their 
panels whenever several of the members were in attendance at scientific meet- 
ings at their own expense or the expense of other groups. Such practices result 
in an unbalanced panel and could have a deleterious effect on the research 
program. 

Within the last few months several advisory panels have expressed serious 
concern over the handicap under which they operate. The following is a quota- 
tion from a resolution passed by one of the panels: 

“Your panel is deeply concerned about its own ineffectiveness. It feels a re- 
sponsibility for maintaining a reasonable balance across a broad area of disci- 
plines. * * * In order to maintain such a balance it is essential that it review 
research proposals. * * * The present travel fund restrictions are such that it is 
questionable that the panel can meet more than once a year. We feel that it is 
impossible to assume responsibility for the advisory functions expected of our 
panel on this basis. * * * We urge that steps be taken to remedy our present 
situation. * * *” 

The estimate for 1956 provides for only two meetings of each advisory panel 
and the limited use of consultants on an individual basis. 


SPECIAL COMMITTEES 


In addition to advisory panels the Foundation requires the services of out- 
standing scientists to serve on special committees for such things as surveying 
specific fields of science, identifying gap areas, or studying problems of science 
resulting from the findings of bodies outside the National Science Foundation. 
On the basis of past experience it is estimated that seven special committees 
will be required in fiscal year 1956. 


STAFF 


The Foundation does not have field or regional offices. While this fact makes 
the operation of the Foundation economical it also makes it all the more neces- 
sary that sufficient travel funds be available to enable the staff through personal 
contact to keep its operations effective. Staff members must regularly visit edu- 
cational and research institutions throughout the country to keep abreast of the 
latest developments at institutions performing research, to encourage research 
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in areas where institutions are performing little or no research, and to consy}; 
with investigators conducting research under grants from the Foundation. 

Recently one of the advisory panels strongly recommended that the progray 
director meet with each investigator having a research grant from the Foundation 
at least once during the period of the grant and not less than once each 2 years 
During the past 12 months Foundation staff members have been able to visit only 
a small fraction of the 377 universities and colleges capable of or now conducting 
basic research. In fact, during the same 12-month period staff members wer 
able to visit only one-half the institutions having Foundation grants. The per. 
centage of such trips by each program director to the institutions with research 
grants in his field is, of course, far less. For example, one program director with 
grants at more than 50 institutions was able to meet with only 4 of the investi. 
gators during the past year. 

One advisory panel has expressed its concern regarding inadequate funds for 
staff travel as follows: 

“It seems to us that an important function of the program director * * * jx 
to be personally acquainted with the people and places to whom the Foundation 
gives support * * * It would seem to us very shortsighted if those responsible 
for keeping the Foundation in close touch with the people whom it tries ty 
serve should be hampered in carrying out their duties by not having funds 
with which to do some of the obvious contact making.” 

Staff travel is also necessary in connection with national science policy studies, 
training of scientific manpower, and scientific information exchange, as well 
as for general administrative purposes such as grants administration and audit- 
ing. The responsibilities of the Director, Deputy Director, and Associate Diree- 
tor require that they attend meeings of various national and international asso- 
ciations and committees as well as educaional institutions. In 1954, for example. 
these 3 individuals were in travel status for approximately 150 days. An abso- 
lute minimum of 160 travel days are required for the auditing and grants admin- 
istration functions. Other administrative personnel are required to travel at 
intervals throughout the year. 

In conclusion the $150,000 requested for travel in fiscal year 1956 is the abso- 
lute minimum with which the Foundation can discharge its function efficientiy 
even after allowing for travel which is provided for under certain grants and 
contracts such as that furnished by the National Research Council in the testing 
of fellowship candidates. 

The table on the following page presents the details of the Foundation’s re- 
quirements for travel in 1956. 


Details of travel estimate, fiscal year 1956 


Number of} Number of| Cost per | Total travel 
members | meetings meeting estimate 





National Science Board: 








IT IN oo Saree can wididuatucksecrence 24 7 $2, 300 $16, 100 
Individual trips, 50 days. .............--- Memieutih Usui: sisi t ik boos ae 1, 900 
Subtotal, National Science Board ___-............|-- canine census eae nioe eee 18, 000 
—— | ————————— —— 
Divisional committees: 

Biological and medical sciences... ................-- 10 3 900 2, 700 
ane CIN NUN in 8 Fiat ete Ch ricerca it de ahs oii bake umnp ming thas acek ema 400 
Mathematical, physical, and engineering sciences... 12 3 1, 030 3, 100 
Scientific personnel and education-.-....-...-.....- 7 3 1, 050 3, 150 
Sa peeeenre nents, Gee GN Ls Sd nc, eo Lie, datas dt aaith ed. odkbgleatinds 26h adda 800 
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\dvisory parels and other scientific consultants: 

program analysis office: 
\dvisory panel for social science studies 
Special committees (3) 
Individual trips, 50 days- ....-..----- 


Subtotal, program analysis office _- 


Biological and medical sciences: 
Advisory panel for anthropology - ----------- 
Advisory panel for developmental biology --- -- 
Advisory panel for environmental biology -- 
Advisory panel for genetic biology. --..---.- 
Advisory panel for molecular biology-. - 
Advisory panel for psychobiology ceo 
Advisery panel for regulatory biology - - 
Advisory parel for systematic biology 
Individual trips, 9 days 


Subtotal, biological and medical sciences - - _-_| - 


Mathematical, physical, and engineering sciences: 
Advisory panel for astronomy 
Advisory panel for chemistry ---- 
Advisory panel for earth sciences_----_-------- 
Advisory panel for engineering sciences 
Advisory panel for mathematical sciences. - - - -- 
Advisory panel for physics. ---.---..----- ros 
Special committees (2) - - ...-...-.--.--.------ 


Subtotal, mathematical, physical, and engi- | 
ON ide tid dbo cn enehididnt éctde ae Pte kad 


Scientific personnel and education: 
Advisory panel for scientific manpower --------- 
Advisory panel for education in the sciences--_-- 
Specie MRE onions od50ss ee eddccdecssese 
Indivicees Wes Th Gags... .........2-< 202... 


Subtotal, scientific personnel and education _- 
Scientific Information Office: Advisory panel for 
CCIE inka t docntinnecabstewnssee 


Total, advisory panels and consultants--._.-...--- 


Staff: 
Office of Director and Administration-_------._--_--- 
Progradty: AO GUO us 3 nelaieae ods cnc See deseten 5a 
Biological and medical sciences--------..-.--------- 
Mathematical, physical, and engineering sciences - _| 
Scientific personnel and education_-___-_---.-.------- 
Scientific Information Office. -....-...---..-------- | 
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Details of travel estimate, fiscal year 1956—Continued 



























































Number of| Number of! Cost per /|Total travel 
| members | meetings meeting | estimate 
Oiun ot? 
5 |} 2 $400 | $800 
10 | 6 1, 200 | 7, 200 
te.) 2, 000 
cnhaniiennee 10, 000 
a | — = —————— a | =e 
6 | 2 730 1, 460 
6 | 2 | 520 1, 040 
6 | 2 | 520 1, 040 
6 | 2 | 520 1, 040 
9 | 2 910 | 1, 820 
5 2 | 650 1, 300 
9 2 | 1, 000 | 2, 000 
6 2 | 520 1, 040 
Fe aa XE ai 360 
woeezeasehers 11, 100 
oe a anaes 
9 | 2 7 1, 500 
12 2 960 1, 920 
12 2 1, 440 2, 880 
12 | 2 | 1, 320 2, 640 
9 2 720 1, 440 
12 2 960 1, 920 
; 3 | 1, 200 3, 600 
5 eaten 15, $00 
9 2 400 800 
12 2 1, 200 2, 400 
12 8 1, 200 9, 600 
—— 2, 850 
oat 15, 650 
8 2 400 800 
ss cid ndinndinn wi nities mace ce Giiiaeaiattid ; 53, 450 
Days in 
travel status 
aah aati gipel Ati ts Reabadilaieid 320 10, 800 
aseduese eds ]adeeeSaweten 500 17, 000 
aie sect ws ile ga Sidi ipieia St aivatcosiec 435 | 14 800 
ip inehicedcineis ata Reh amecaated 400 13, 600 
ria hacia lila Haina diate ose 295 10, 000 
a ene RENN cuca tinal 65 2, 20 
cnt peibicin Sole alana allied Ba beaiesiaid 68, 400 
aia Sis ae 150, 000 





Total, travel requirements_................---...- 





Dr. WareRMAN. If you would like an account of the policy studies, 
we have the summary on page 15, pages 18 to 25, research on 41, grants 
for training of scientific manpower on pages 52, 53, 54, 55, and 56, 
and the use of personnel would be the review of research and training 


program, pages 67, 68, and 73. 


Mr. THomas. You have a 714 percent personnel cost to administer 
the total grant program which is roughly $17,500,000; is that correct ! 
Dr. WarerMAN. I think that is about the figure. 
Mr. Suepparp. I believe it is 6 percent. 
Mr. Tuomas. I am talking about your grants. It looks like your 
personnel costs to administer the grant program is a little high, 74% 


percent. That isa little high. 
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Mr. Suepparp. That is where most of the advisory panels are used 
It also includes two of the divisional committees. Total persona) 
services for the grants program is a little more than 3 percent. 

Dr. WaterMAN. Our scientists are included there. 

Mr. Tuomas. Including your “Other objects,” it is 15 percent. You 
personnel and “Other objects” costs are 15 percent of the appropris. 
tion. You have two programs. One is grants for scholarships, and the 
other is for basic research. You have a total administrative cost of 
15 percent. 

Dr. WATERMAN. That does not sound right. 

Mr. Tuomas. Straighten me out then. 

Dr. Waterman. That was true a few vears ago but not now. Next 
year it is 6 percent. I believe it was about 8 percent this current fiscal 
year. The overall figure is 8 percent for 1955. 

Mr. Tuomas. Your personal services figure alone is $1,249,700. 

Mr. Suepparp. Personal services runs 6 percent of the total budge 
and travel 0.8 of one percent. 

Mr. Tuomas. I have 7.5 percent of your grant program. You 
vannot separate that, though. I guess they overlap and it would le 
hard to separate. 

Dr. Barnarp. When I went in as president of the Rockefelle: 
Foundation in 1948, I had some studies of overhead of the private 
foundations where you could get the information. The small ones 
would run anywhere from 12 to 20 percent. The Rockefeller Founta- 
tion through a period of 40 years is down to about 6 percent but is now 
going up because of inflation. 


NATIONAL SCIENCE Ponicy Srupies 
Mr. Tuomas. Mr. Reporter, will you insert page 14 at this point! 
(The justification follows :) 


1. NATIONAL ScreNcE Po.uicy Srupies 


Summary of obligations 


























| Increase (+ 
| Actual, Estimate, | Estimate, | or 
| fiscal year | fiscal year | fiscal year | decrease (-), 
| 1954 | 1955 1956 1956 over 
} | 1955 
Per: as aa een eee eee i) 
Policy studies waar sd | $494, 475 $605, 525 $518, 920 | — $86, 605 
Clearinghouse for scientific manpower data___. 321, 308 | 333, 665 407, 080 +73, 415 
as ele ane aie 815, 783 | 939, 190 | 926, 000 | —13, 19 


Mr. Tromas. On this National Science Policy Studies you intend 


to spend this year $926,000 which is a little less than you spent last 
year, some $939,190. 


POLICY STUDIES 


Also will you insert page 15, which gives the breakdown of personal 
services of $203,500. 
(The justification referred to follows :) 
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Poticy StupiEes 


Summary of obligations 
| Increase (+-) 








| 

| Actual, Estimate, | Estimate, | or 

| fiscal year fiscal year fiscal year | decrease (—), 

| 1954 | 1956 1956 over 

| | 1955 
$a nl 
a1 Personal serviees............--------------- | $161,525 | $223,500 | $203, 500 —$20, 000 
D Travel. ...--ccogccsecsnscscene- ccs conceene | 11, 536 15, 100 | 27,000 | +11, 900 
6 Printing and reproduction..........-..----- 6, 340 8,000 | 15, 000 +7, 000 
07 Other contractual services....-....-..------- 244, O71 | 266, 100 | 212, 600 —53, 500 
1) Grants. ..nccencasccccccnccesecustecasaece Hon 70, 550 92, 400 60, 400 —32, 000 
15 TRYGS ni ncnasdbebadeseitbasadiansessbecens 453 425 420 —5 

Total... -ctiadichd akties tikcinninaeehegipn 494, 475 605, 525 518, 920 —86, 605 





Mr. Tuomas. How many employees is that ? 

Mr. Suepparp. Twenty-nine employees. 

Dr. WarerMAN. The activity “National Science policy studies” 
includes more than the Program Analysis Office. It includes the 
manpower studies. 

Mr. THomas. With a total cost here of $519,000 in round figures. 
What are you going to study here ? 

Turn to page 16. Youstate: 

The National Science Foundation Act of 1950 authorizes and directs the 
Foundation to— 

1. Develop and encourage the pursuit of a national policy for the pro- 
motion of basic research and education in the sciences. 

2. Evaluate scientific research programs undertaken by agencies of Fed- 
eral Government. 

3. Appraise the impact upon industrial development and upon the gen- 
eral welfare. 

4. Provide a central clearing house for information covering all scien- 


tific and technical personnel in the United States including its territories 
and possessions. 


REGISTER OF SCIENTIFIC AND TECHNICAL PERSONNEL 


- I remember, you wanted $115,000 for keeping that roster going 
each year. 

Dr. WaTerMAN. Yes. 

Mr. Toomas. What is that roster worth to you? What are you 
going to do with it ? 

Dr. WaTEeRMAN. It is valuable not only to us but in case of any 
——— mobilization, it is valuable to know exactly where one 
can finc 

Mr. Tuomas. If you have an emergency mobilization, the first 
thing you are going to find out is that the draft boards will attend 
toit. That is up to date; everybody from 17 to 50. 

Dr. Waterman. We need to know what kinds of scientists there 
are and where they are located. This has been planned and has to 
be planned and the information obtained ahead of when you want 
to use it to keep current track of this. This program will have 140,000 
scientists registered by the beginning of next fiscal year. 

Mr. Tuomas. All scientific personnel, that is, the architects and 
engineers. 
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Dr. Waterman. There would not be architects in there. They 
either have to have a doctor of philosophy or a bachelor’s degre 
and 4 years of experience in science or engineering. 

Mr. Tuomas. The architects and the engineers, and so forth, lj 
have a society, and that is where you are getting your information, 
You already have that information. They are the ones that have the 
information and that is where you are getting your information, js 
it not ¢ 

Dr. Warerman. We are taking what they have and adopting , 
standard method. 

Mr. Tuomas. What will you do with the information when you 
get it? 

Dr. WarrerMan. Two things. One is it is valuable if we want to 
know where to get our hands on a particular type of scientist and the 
other is 

Mr. Tuomas. You could write to the group organization and get 
the name from them. 

Dr. Waterman. That is exactly what they are doing, but they ar 
taking both members and nonmembers in our plan. 

Mr. Tuomas. You are taking the $115,000 and sending it to them 
to keep their records, and they are sending the records back to you! 

Dr. Waterman. A copy. 

Mr. THomas. How much are you keeping and how much are you 
passing out to the organization so they can keep their organization 
up to date? 

Dr. WarermMan. There is little required in actually keeping the 
records. There is only the salary of each of the staff that is working 
on this and the Bureau of the Census that actually punches the card 
information analysis here. 

The societies themselves are joining in this expense. We are only 
helping them out. This is a cooperative thing, because this is of 
interest to them as well as to us. 

Mr. Tuomas. How many people in Government are doing the same 
thing already that you are doing now? 

Dr. WATERMAN. We are the only ones that have this responsibility. 
It is named in our act. 

Mr. Tuomas. The Selective Service people have records of all 
drafted people, and that shows, among other things, what their occu- 
pation is, and so forth. 

Dr. WaterMan. That is just the draft-age group. 

Mr. Tuomas. It covers up to 50. 

Dr. WaterMAN. The point here is that T think the scientific societies 
are far better able to identify the man’s specialty. For example, let 
us say that you talk about a man who is a registered engineer. If you 
employ him as an engineer, you must know what kind of engineer 
he is. 

These things are the things that the society can do, This is of inter- 
est to them and they have that expert knowledge. 





POLICY STUDIES 


Mr. THomas. What have you done last year that is really worth- 
while and is going to ring the bell under this classification here of 


policy studies? 
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Dr. WaTeRMAN. This is what I was seeking to outline in connection 
with the chart, Mr. Chairman, on page 19. We have laid out the 
studies that we have underway. Since this chart covers the fiscal years 
1954, 1955, 1956—— 

Mr. Tuomas. Let us insert that in the record. This tells the tale 
quite graphically. There are about 30 or 40 pages of this reading 
material. 

(The table referred to follows on page 258.) 

Dr. WaTerMAN. If you have trouble reproducing that, we might 
put a legend on stating whether it is a staff study, and the initiating 
and closing dates of the study. 


RESEARCH PROGRAMS OF THE GOVERN MENT 


Mr. Tuomas. You have a subdivision here, doing research pro- 
grams for the Government. It states: 

These studies, which are being conducted by the Foundation personnel, for 
the most part, examine on a continuing basis the scientific activities of Govern- 
ment. 


How many personnel on your payroll are doing this ? 

Dr. WATERMAN. The total we have on the program-analysis work 
is 29, I believe. Of those, the ones involved in the governmental side 
comprise about 12. 

Mr. Tuomas. It also states: 

The studies will continue through 1955-56 in order to collect, correlate, and 
analyze pertinent data, including but not restricted to— 

1. Organization and administration of scientific activites in Federal 
agencies. 

2. Functions of Government agencies with regard to scientific activities, 
need for such activities, and appropriateness as activities of the Federal 
Government. 

3. Sources of funds for scentific activities. 

4. Number and types of personnel engaged in scientific activities. 

That has not been done over a couple of hundred times in the last 
5 years, has it ? 

Dr. WarerMan. That has been done very little. The last time there 
was a study of this sort was in 1947. 

Mr. Tuomas. The Bureau of the Budget has it all down in black 
and white. Any time you want it, you can go over there and they can 
give it to-you in half a second. 

Dr. WATERMAN. You mean, the fiscal informatidn alone ? 

Mr. Tuomas. When you get all this information, I am just won- 
dering what value it will be. Then you set out what you are going 
to do in 1955 and 1956, “Federal research and development budget, fis- 
‘al years 1953, 1954, and 1955 and 1956; how the Federal Government 
lises Its research and development funds.” 

In other words, you are writing a historical document here. If 
there has been anything wrong done, if there has been anything 
wasted, what is the purpose of the history ? F 

Dr. Waterman. Only a part is on history. We are trying to get 
in accurate current account here. Incidentally, the Bureau of the 
Budget has been especially desirous of our doing this particular study 
ecause they do not know, they do not go into the scientific programs, 




















258 















Da SLI VULNODE Frayer ii 
QNIDTT 





18¥0d3¥Y IWY3N39 V 40 NOLLVEVd3Sed 22 
GNY S3IGNLS 3AOBV 40 SISATIVNY TIVUSA0 


$a14juN0D uBia204 s0loW wi YoIDESeY 405 SPUNY IZ 

yosdasey A1041/'W 40 Syonposd-Ag 21WOUdsZ OZ 
Syuawdojaaag |02160;0U42e) 40 punosby20g yosDasey 280g 6} 
Us109H PeAdsdwj jo SENjOA 2!WOU0DZ B) 

NO 0} jUeWdojanag pun Yosoasay jo VOHNGU4UOD 2) 















HOYV3SS3Y JO SNOILVIITAW! DINONOD3 





youoaseay paijddy ul Sdiysuoljojay puawuseA0d -Asjysnpu 9) 





** $9140}020Q07 pud sapn4issuj yosDasay hq yosvesey “S| 
‘2)@ SUOI/DIZ0SSY ‘$SAjO1g ‘SUOILDID0SSy apoyy Aq YOUDaSEY ‘BI 
YouDasey jouysnpuy yo Kaasns “¢} 





ne ee eae ee ee ee 
C eadiieenittttea tanta ieematiceatientedenstientiaeeatie tet ie KE ce ey 
HTT fi Z LL Yt 
oe 
Z We 
ee ee ee  cellieeemntnemeeetiieieenadinenectatnedie etait Eee ee i ee ee 
— ee ee 8 em ee ee eee 


ee leet centered tee eel eee 


~ ~ || 


ele aeene eel 
rele tet eel 
eden ee el re et tet eel  oelieeleinetielatidl 
ee ened eared ceelctineree a eeril 


ie |o Oolivipic Bieginic GS 
c minim aimicic Fieisie ¢€ 
r @)/z/0o sa) vl 6ie 2/PM/\2 ° 


996) YV3A TWWOSI4 SS6i YV3A IVOSI4 $S6! YV3A 1V9Si4 


FTHEI0 STSATUWY W0YD000 F110 SHOMLS AD 70d FOWIIAS TUWOLLYW YO/ YW 








AULSNONI NI HOWV3S3Y 





“TiUDBiC 41j030U0N 28410 PUD SUOIZDPUNO, hq jsoddns YouDasay °Z} 
$}2D4jU0D YID9S@y "JA0D ‘pay JO JaOdw] JO SAIPNYS @S0D *}) 
$91}!SJ9AIUP) UI LeMOdUDW; YouDesey PUD AyjN204 OC} 














SO14/SJ9AIU) UI S@UNyIPUadKZ YQ0eSey 6 
SJU@PNIS asoNpDID yo ysoddNs jO!QUDUIy g 








SNOILNLILSNI LIZOUdGNON LY HONV3S3Y 


yas0asey Bui,2024U05 ay $U01$199q 4A0D yo SAIPNIS 2805 
yauDasay YOddNs PjNoYs 4A0D pay 4r!4M UI SOdYy 4O SISKjOUY 
SUOIEN}1ZSU] |OUOIJOINPZ 40 YQudasay 10; Paen S,4A0D pay 
Y2sDeSay JUsWUI—AOD a4D45 4O AaAuNS | 





@DUIIS Ul B/OY'SJAOD ‘pay yO As0;SIH ~ 
040G aiNyipuedxyZ YDuDaSay 4AOD ‘pay jo UOIPO}IGWOD * 





- Nn € Go CR 


Yaudasay }A0D ‘Pej UO SaIPNjS joIDads puD Aaruns jDIEUED 





LN3WNY3A0S 3H1 JO SWVY9OUd HIYV3SS3N 











259 





RESEARCH IN NONPROFIT INSTITUTIONS 


Mr. THomas. Here, sir, is another heading, “Research in nonprofit 
institutions ;” that is a historical document. I guess it is for scholars 
and students, 

Dr. WaTERMAN. The major aim is to get a current picture. In order 
to get a current picture, it is necessary to look back over the past 
records. 

RESEARCH IN INDUSTRY 


Mr. THomas. Another subhead is “Research in industry.” 


These studies are being conducted in part by Foundation personnel and in 

part by contract or grants to outside organizations to collect, correlate and 

analyze data on; 

1. Industrial research and development laboratories. 

2. Basic research performed and supported by industry. 

. Utilization of research manpower and industry. 

. Problems between industry and government as related to science. 

. Economics of industrial research. 

At what costs will this study be made. Some by your own personnel 

and some by grants? 

Dr. WatTeRMAN. Yes. Largely, the industry one is being done by 

contracts. 

Mr. THomas. What is the total cost as to your own personnel and 

your grants? How much are you spending on this project ? 

Mr. SHepparp. I believe that the contracts in 1956 run to $35,000. 

Mr. Tuomas. Is that for your own personnel or in the form of 
rants? 

: Mr. SHeprarp. Contracts. There are three staff people involved 

inthis. Their salaries would run $17,000 or $18,000. 

Mr. Tuomas. Your average grade is in fact GS-8.8, so you are not 
going to get three people at that, plus other objects. 

Mr. Suepparb. [ am not referring to anything but salaries. 

Mr. THomas. That is what I am talking about. 

Dr. WATERMAN. The average grade is 8.8. 

Mr. Tuomas. Yes. 

Mr. Suepparp. That includes grades 14, 13 and 15. I think we are 
both on the borderline. 

Mr. Tuomas. At least $50,000, $55,000, or $60,000; is that the an- 
swer ? 

Mr. Suepparp. In total 

Mr. Tuomas. Do you think it is worth the money? How much are 
you going to spend on the printing and binding after you get the 
information fixed up ? 

Dr. WATERMAN. That should be a modest job. We expect it to be 
done by the Government Printing Office. The study in industrial 
neces is with the Bureau of Labor Statistics. 

Mr. Tuomas. Your national science policy studies, that is a new 
activity. It is about the first time you have undertaken it in a seri- 
ous Way. 

Dr. Warerman. I have the item you requested. The publication 
cost for all studies would be $15,000. 

We are making a special effort this year on policy studies, Mr. 
hairman. It got underway last year. The time schedule, again, is 
on this chart 
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Mr. Tuomas. When would you wind it up? Al 
Dr. WatTerMAN. Most of them by the middle of the fiscal year 1956, 3‘ 
Mr. Tuomas. You are not going to keep it up as a continuing ac. I»: 
tivity ? ha 


Dr. WaterMan. Only certain parts of it, like keeping track of the & * 
Federal budget for research and development. . 
Mr. Tuomas. All you have to do is phone over to the Bureau of 
the Budget and they will give it to you right quick. he 
Dr. WarerMan. They have asked us to keep this up on the scien. HB ™ 
tific program. We want to work out the basic research and the pro- 
gram content along with the figures. 


Support or ScrENCE u 


Mr. Tuomas. Here is your big activity on page 39, “Support of 
science.” 

Would you put that in the record, Mr. Reporter ? 

(The table referred to follows :) 


2. SupporT OF SCIENCE 


Summary of obligations 








Increase (+) 
Actual, Estimate, Estimate, or 
fiscal year fiscal year fiscal year | decrease (-), 
1954 19 1956 1956 over 
1955 
(a) Grants for support of research___--_-_..---- $3, 998, 568 $8,100,000 | $13,228,000 | +$5, 128,00 
(6) Grants for training of scientific manpower. . 1, 887, 767 2, 245, 000 4, 248, 000 +2, 003, 000 
(c) Review of research and training programs... 557, 415 625, 200 856, 000 +230, 800 





as sick tah ssn ice = tigeeeiandimestion 6, 443, 750 10, 970, 200 | 18, 332, 000 +7, 361, 80 


Mr. Tuomas. You jumped from $8,100,000 to $13,228,000 this year. 
It is broken down into biological and medical séietices; and mathe- 
matical, physical, and engineering sciences. You put how many sub- 
heads under each one of those, about 40 or 50, Dr. Bronk? 

Dr. WarerMan. There are about 7 or 8 under each. 

Dr. SunperRitIN. They are given on page 47. 

Dr. Waterman. Under the biological and medical sciences there 
are 

Mr. Tuomas. I think this reading matter is so interesting. I know 
when I get hold of it I can’t lay it down. Let’s put pages 41 and #2 
in the record. 

(The material referred to follows :) 





2. SuPPORT OF SCIENCE 


2 (a) Support of research, $13,228,000 

The National Science Foundation Act of 1950 authorizes and directs the 
Foundation to: “* * * initiate and support basic scientific research in the mathe- 
matical, physical, medical, biological, engineering, and other sciences.” 

The need for basic research in the sciences is directly related to our progress 
and to our national welfare and security. As civilization becomes more complex, 
its dependence upon basic scientific knowledge increases. Scientific discoveries 
have made our present mode of life possible and further progress can be made 
only to the extent that our understanding of the laws of nature is increased. 
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Although our material progress as a Nation is keyed to the application of Ameri- 
ean ingenuity to basic scientific discoveries, our progress has been made possible, 
in large part, by the application of American ingenuity to the basic discoveries 
made by scientists throughout the world. Until recent times the United States 
has lagged behind other countries in its contributions to the basic scientific 
knowledge necessary to all scientific progress. 

In the last 15 years, the accumulation of basic knowledge has not increased 
in proportion to our effort in applied research and development. The curtail- 
ment of the free flow of scientific information among the nations of the world 
has inhibited the unfettered exchange of knowledge. At the same time the 
moneys available to our American educational institutions, which for a long time 
were the sole producers and supporters of basic research in America, have not 
kept pace with the rapidly growing demands of technology and the effects of 
inflation. Therefore, if we are to progress in the production of new ideas, in 
the accumulation of up-to-date fundamental scientific data, and in the fuller 
understanding and application of natural phenomena, the Federal Government 
must provide continued assistance for basic research, a fact recognized and 
supported by the Congress in establishing the National Science Foundation. 

While a definite dollar value cannot be established for the ultimate products 
of basic research, it can be said that there are few, if any, areas of investment 
for the taxpayer from which greater benefits can be obtained, nor are there 
many areas in which the price of neglect can be so great. Examples of the rich 
rewards stemming from basic research can be observed in our new industries 
which were unknown even 50 years ago, and in the military weapons and devices 
that provide the greatest assurance of continued peace. All of these had their 
origins in the minds of creative scientists doing basic research. 

For the future, our security and economic growth are dependent upon con- 
tinuing progress in science and engineering, and in military affairs our surest 
protection lies in maintaining our scientific and technologeal lead over poten- 
tial enemies. 

In addition to the direct production of ideas, basic research can make another 
more immediate contribution to the Nation’s welfare and safety. As indicated 
on the chart on page 55, the U. S. S. R. is on its way to surpassing us in the 
production of scientists and engineers, the category of personnel so vitally im- 
portant to our national security. Except for direct support of scientific training 
through fellowships, there is no method more effective for rapidly increasing 
the number of highly qualified scientists than by bringing graduate students 
into the research activities of their universities through the support of basic 
research. The Foundation’s program for the support of research is designed 
not only to increase the amount of research being performed, but also to provide 
opportunities for the advanced training of students of science. 


OBJECTIVES 


The objectives of the Foundation’s program for the support of research are 
to strengthen and augment the scientific progress of the Nation by: 

1. Increasing and improving basic research through support of qualified 
scientists, 
_ 2. Increasing the quality and numbers of scientists through intensive training 
in research for highly promising young investigators. 

3. Achieving appropriate geographic distribution of research. 

4. Providing competent research personnel with adequate facilities and 
equipment. 

5. Increasing the interests, knowledge, and cooperation of individual scientists 
through conferences. 

6. Stimulating areas of science where insufficient research is being done. 

7. Stimulating research on problems of national importance such as solar 
energy utilization, mineral resources, and radio astronomy. 


Mr. Tuomas. I did a little figuring on page 45. I have a figure here 
of $2,227 million for the fiscal year 1956 that the Federal Government 
plans to spend for research and development. I have a figure of 
$131 million for basic research. I will read into the record the 
middle paragraph on page 45 dealing with basic research programs 
of the Federal Government: 


The Foundation’s responsibility for supporting research is limited to basic 
research. As stated in section 4 of Executive Order 10521, “The Foundation 
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shall be increasingly responsible for providing support by the Federal Gover. 
ment for general-purpose basic research through contracts and grants. Thy 
conduct and support by other Federal agencies of basic research in areas whic 
are closely related to their missions is recognized as important and desirable 
especially in response to current national needs, and shall continue.” 

I hope you do not not put too much emphasis on that responsibility 
because I am not sure that it is the Government’s exclusive responsi. 
bility. I hope you never get the idea that it is. 

In fiscal year 1955 total estimated obligations of the Federal Government 
for basic research are $131 million which is about 6% percent of the total Feder) 
budget for research and development. Within this area of basic research th 
science programs of the Federal Government are now well coordinated. 

I think right there is a good place to emphasize that of all this 
tremendous amount of money, $21, billion, that the em undergoes 
for scientific investigation and research, that $22,227 million of it is 
for prototype development and for pure research, you get only about 
614 percent, namely, $131 million. 

In other words, your big money goes into prototype development 
and not, as the layman would understand, purely studies of the 
sciences. 


ScrEentTIFIC INFORMATION EXCHANGE 


















Mr. Yates. Dr. Waterman, would you tell the committee about 
the appropriations request which appears on page 79 of the justifica- 
tions relating to the Scientific Information Exchange? Mr. Reporter, 
will you put that page in the record at this point? 

(The justifications referred to are as follows :) 


3. ScrenTIFIC INFORMATION EXCHANGE 


Summary of obligations 


Increase (+) 
Actual, Estimate, Estimate, or 
fiscal year fiscal year fiscal year | decrease (-), 
1954 1955 1956 1956 over 
1955 
{ 
01 Personal services. ......-----.--------- ---+-| $89, 063 $81, 144 $76, 575 —$4, 569 
Te arnt the aiale : 2, 406 2, 700 3, 000 +300 
04 Communications... ---.....-.-.------------ 23 0 — tH 
06 Printing and reproduction. ---.-..--------- 4,114 3, 537 3, 500 -3i 
07 Other contractual services... -..-..-.-------- 11, 057 11, 181 16, 000 +4, 819 
08 Supplies and materials---_----.........----- 213 482 0 — 482 
09 Equipment-.--....-..--- cnhadweee ivi wis 54 223 0 —%B 
1 Geese: .6......-,6653.3000F-d0- Renin 163, 408 266, 406 250, 600 —15, 800 
SB. | RN 16 sce tne enrres a echo niglsitnaty Aatabdtal 315 300 325 +3 
Nidal... cnycandnarasucneneieonicniad 270, 653 | 366, 201 350, 000 | —16, 201 
' 


| 





Mr. Yates. Why do you need that money ? 

Dr. WaterMAN. The purpose is to provide for a number of things. 
One is for translation and dissemination of scientific documents orig- 
inating in other countries. One thing of special interest is the devel- 
opment and processing of methods for utilizing scientific materials. 
The libraries are having a hard time storing material in such a way 
that it can be quickly located and found and given to an individual 
who wishes to use it. This involves sometimes the decision as to 
whether copies should be made and the manner in which this could 
be done quickly. 
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Then there is emergency support of scientific publications. There 
we take the position that the Government does not wish to provide 
more than emergency support, that if there is good cause why a 
publication of a scientific society needs emergency help we will give 
it, but we expect them to improve their management or increase their 
dues so it can get on a sound financial basis. 


DISSEMINATION OF SCIENTIFIC INFORMATION 


Mr. Yates. I felt you had not completed your answer with respect 
to the first part of that statement when you said that libraries are 
having difficulty in disseminating information. What do you do to 
make up for this deficiency ? 

Dr. WATERMAN. We are studying the situation and trying to devise 
means by which this process of the storage of information, such as 
ina library or large ohio, can be done and classified in such a way that 
one can make a quick search. 

If you have many thousand volumes or reports, to find what you 
want quickly is a serious problem in a large library. This was 
recently under special study of a committee of the Department of 
Commerce, of which I was a member. Dr. Bush was the chairman. 
That committee’s duty was to see what could be done in the appli- 
cation of machine methods to Patent Office problems. The classifi- 
cation of patents and the quick identification of material which is to 
be used was under study. This involves techniques for doing it. It 
therefore involves a combination of skills. A person who is ingenious 
at making a machine to do it, plus people who have library experience 
to understand the classification and those with user experience to know 
what they want—— 

Mr. Putters. I just do not understand that. Do you keep a break- 
down file of all this in the Science Foundation ? 

Dr. WATERMAN. No, sir. We are improving methods for this pur- 
pose, not in our hands but in other hands. 

Mr. Yates. How far have you gotten with it? 

Dr. WATERMAN. These are merely studies as to what one can do in 
the way of improving classification methods, for example, as applied 
to the use of science literature—— 

Mr. Yates. This does not relate strictly to the scientific field. 
What you are talking about is something in the nature of an archivist’s 
study, as to how information of any type can really be gathered and 
disseminated ; is that not true? 

Mr. Puriues. In a library? 

_ Dr. Waterman. Or any large organization. The situation is acute 
In science because to be useful scientists must be able to secure 
scientific papers promptly and efficiently. They want particular 
things. ey do not want to be overburdened with things that are 
not of use to them. 

Mr. Ostertac. Could it be cataloging? 

Mr. Puiuies. It is a method of cataloging in a large institution of 
the available material. It astounds me that that is not already 
available. 

Mr. Yares. For instance, in the law field we have what is known 
as a Periodical Research Catalog. This contains a list under various 
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headings of all the articles appearing in all the publications. Do yo 
not have that in the scientific field ? 

Dr. Waterman. There are methods of doing it but they are old. 
fashioned, such as cards. If you have tens of thousands of report 
this is not quick enough. You have to have a card that is punchej 
or - be identified quickly by a machine. Dr. Sunderlin can tal 
to this. 

Dr. Sunpertin. I might make 1 or 2 points in connection with this 
It is not simply the accumulation of journals on shelves that is im. 
portant. It is the accessibility of research results to the scientist jy 
the course of his research. At the present time I think it is fair tp 
say that there are at least a million scientific papers published yearly, 
It is a tremendous problem at the present time for a scientist working 
in a particular area to make use of the research results of all other 
scientists. Therefore, as Dr. Bush has said in one of his talks, and 
a part of his talk is quoted on page 80, one of the serious handicaps 
to the advancement of science is the slowness of our present method 
of exchange of scientific information on research results. 

Mr. Yares. It is advantageous that a scientist be able to obtain 
these as quickly as possible, obviously. I agree with that. Isn’t this 
a never-ending study, really, as to how to speed it up? 

a SunpERLIN. Not necessarily never ending. Piel is being 
made. 

Mr. Yates. What have you done to improve it? You spent during 
the last fiscal year, for example, something like $366,201, or will have 
spent it. What have you done which has justified the expenditure 
toward the goal that you have in mind? 

Dr. Sunpertrn. Several of the grants that we have made I think 
can be used as examples. We made a grant to the John Crerar Li- 
brary, in Chicago, for a study of industrial scientific information 
services. The preliminary results on that study have shown ways in 
which the whole process of obtaining this knowledge can be speeded up. 

Mr. Yates. That is one study. How much did that study cost you! 
Can you approximate it or can your budget officer tell how much the 
John Crerar study cost? 

Mr. Suerrarp. About $8,500. 

Mr. Yates. How many studies? 

Dr. Sunveriin. Four or five in that particular area. 

Mr. Yates. That is $40,000 you have spent for that purpose? 

Dr. Sunperitin. Yes. 

Mr. Yates. Who correlates this information for you? How long 
do these studies take? Are they continuing studies? 

Dr. Sunpertrn. Perhaps 1, 2, or 3 years, depending on the kind of 
job and the amount of effort that can be put on it. 

Mr. Yares. It is possible that the John Crerar Library will receive 
$8,500 this year and then $8,500 for the next 3 years ? 

Dr. Sunperiin. I think in general the grants would not be as large 
as that. 

Mr. Yates. Who correlates the studies for you? 

Dr. Sunvertrn. The staff of the Scientific Information Office takes 
the studies and makes the information available to all other people 
who are interested in this problem. 
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Mr. Yates. Do you pay for that, too, the Office of Scientific Infor- 


ation ? ; ; 
Dr. SunpertIN. Making the results available? 


> old. : , the 
Ports Mr. Yates. The dissemination. 

hed Dr. Sunpvertin. Yes. That is a small fraction of the cost of the 
talk ptudy itself. 


Mr. Yates. There is a step missing between us here. The part I do 


this ot understand is who takes these various studies when they are 
; im. Mghrough and makes use of them, puts them together so you can tell 


vhat has been learned. 

Mr. Tuomas. For the use and benefit of libraries 

Mr. Yates. Which is your goal and objective. Who takes and ana- 
yzes it and says that this is what Crerar thinks, what Harvard thinks, 
what that university thinks? Who puts that all together into one 
single pamphlet and says, “This is the composite of all information 
and this is what we should do”? 

Dr. Warerman. We make it available to libraries 

Mr. Yates. What you are saying is that nobody correlates them. 
If anyone wants one of these reports, they can use them but nobody 
abstracts them to determine their value? 

Dr. Sunperuin. I think it is more than that. The results of the 
ing MB studies will be reported at scientific meetings. For example, at the 

annual meeting of the American Chemical Society there will be a 

ing {symposium on problems in scientific documentation. The results of 
ave fae some of these studies might be reported at such meetings where every 
person who is interested in this particular problem area in science will 
have the benefit not only of the results of the study but will be able 
ink [ge tocriticize, discuss, and use the results. 
Lj. Mr. Yates. What you are saying, Doctor, is that after the studies 
are completed you then disseminate copies of them to associations and 
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in groups which might be able to use them in order to establish a better 
ip. [ee System of cataloging? 
ul! Dr. SuNDERLIN. Yes. 
he Mr. Yates. Do you know if they ever use them ? 
Dr. Sunpertrn. I think without question the results of some of 
these studies are being put into effect. 
Mr. Yates. Do you know this asa fact or it is your opinion ? 
Dr. Sunpertin. It is my judgment. 
Dr. Waterman. They are used in workshops, as we call them, 
where we have representatives of the Scientific Information Offices 
~ of the Government or societies or large institutions and libraries, 
. where they get together and discuss ways of improving their tech- 
if niques. 
Mr. Yates. I do not think I have any objection to the objective 
you have in mind. I have a feeling, however, there is a dynamic miss- 
ing somewhere. It is all very well and good to have the studies under- 
‘ taken, but there seems to be nothing which shows the value of these 
| things. It is a sort of hit or miss type thing that they may pick up 
or not pick up as they wish. 
5 Dr. Sunperuin. I think I should say that is a very modest pro- 
: gram at the moment. It comprises other things as well. 


Mr. Yates. We have $40,000 of your $350,000 applied to this study ; 
have we not? What is the other $310,000 for ? 
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headings of all the articles appearing in all the publications. Do you 
not have that in the scientific field? ' 

Dr. WartrerMAN. There are methods of doing it but they are old- 
fashioned, such as cards. If you have tens of thousands of reports 
this is not quick enough. You have to have a card that is punched 
or — be identified quickly by a machine. Dr. Sunderlin can talk 
to this. 

Dr. Sunpvertin. I might make 1 or 2 points in connection with this, 
It is not simply the accumulation of journals on shelves that is im- 
portant. It 1s the accessibility of research results to the scientist in 
the course of his research. At the present time I think it is fair to 
say that there are at least a million scientific papers published yearly. 
It is a tremendous problem at the present time for a scientist working 
in a particular area to make use of the research results of all other 
scientists. Therefore, as Dr. Bush has said in one of his talks, and 
a part of his talk is quoted on page 80, one of the serious handicaps 
to the advancement of science is the slowness of our present methods 
of exchange of scientific information on research results. 

Mr. Yates. It is advantageous that a scientist be able to obtain 
these as quickly as possible, obviously. I agree with that. Isn’t this 
a never-ending study, really, as to how to speed it up? 

oo SuNDERLIN. Not necessarily never ending. Preis is being 
made. 

Mr. Yates. What have you done to improve it? You spent during 
the last fiscal year, for example, something like $366,201, or will have 
spent it. What have you done which has justified the expenditure 
toward the goal that you have in mind? 

Dr. Sunpertrn. Several of the grants that we have made I think 
can be used as examples. We made a grant to the John Crerar Li- 
brary, in Chicago, for a study of industrial scientific information 
services. The preliminary results on that study have shown ways in 
which the whole process of obtaining this knowledge can be speeded up. 

Mr. Yates. That is one study. How much did that study cost you! 
Can you approximate it or can your budget officer tell how much the 
John Crerar study cost? 

Mr. Sueprarp. About $8,500. 

Mr. Yates. How many studies? 

Dr. Sunpertin. Four or five in that particular area. 

Mr. Yares. That is $40,000 you have spent for that purpose? 

Dr. Sunperiin. Yes. 

Mr. Yates. Who correlates this information for you? How long 
do these studies take? Are they continuing studies? 

Dr. Sunpertin. Perhaps 1, 2, or 3 years, depending on the kind of 
job and the amount of effort that can be put on it. ; 

Mr. Yares. It is possible that the John Crerar Library will receive 
$8,500 this year and then $8,500 for the next 3 years ¢ 

Dr. Sunperuin. I think in general the grants would not be as large 
as that. 

Mr. Yates. Who correlates the studies for you? 

Dr. Sunveruin. The staff of the Scientific Information Office takes 
the studies and makes the information available to all other people 
who are interested in this problem. 
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Mr. Yates. Do you pay for that, too, the Office of Scientific Infor- 
mation ¢ 

Dr. SunpERLIN. Making the results available? 

Mr. Yates. The dissemination. 

Dr. Sunpertrn. Yes. That is a small fraction of the cost of the 
study itself. 

Mr. Yates. There is a step missing between us here. The part I do 
not understand is who takes these various studies when they are 
through and makes use of them, puts them together so you can tell 
what has been learned. 

Mr. THomas. For the use and benefit of libraries 

Mr. Yates. Which is your goal and objective. Who takes and ana- 
lyzes it and says that this is what Crerar thinks, what Harvard thinks, 
what that university thinks? Who puts that all together into one 
single pamphlet and says, “This is the composite of all information 
and this is what we should do”? 

Dr. WarermMAN. We make it available to libraries 

Mr. Yates. What you are saying is that nobody correlates them. 
If anyone wants one of these reports, they can use them but nobody 
abstracts them to determine their value? 

Dr. Sunperuin. I think it is more than that. The results of the 
studies will be reported at scientific meetings. For example, at the 
annual meeting of the American Chemical Society there will be a 
symposium on problems in scientific documentation. The results of 
some of these studies might be reported at such meetings where every 
person who is interested in this particular problem area in science will 
have the benefit not only of the results of the study but will be able 
tocriticize, discuss, and use the results. 

Mr. Yates. What you are saying, Doctor, is that after the studies 
are completed you then disseminate copies of them to associations and 
groups which might be able to use them in order to establish a better 
system of cataloging ? 

Dr. SuNDERLIN. Yes. 

Mr. Yates. Do you know if they ever use them ? 

Dr. Sunpertin. I think without question the results of some of 
these studies are being put into effect. 

Mr. Yates. Do you know thisas a fact or it is your opinion ? 

Dr. Sunpertin. It is my judgment. 

Dr. Waterman. They are used in workshops, as we cail them, 
where we have representatives of the Scientific Information Offices 
of the Government or societies or large institutions and libraries, 
where they get together and discuss ways of improving their tech- 
niques. 

Mr. Yates. I do not think I have any objection to the objective 
you have in mind. I have a feeling, however, there is a dynamic miss- 
ing somewhere. It is all very well and good to have the studies under- 
taken, but there seems to be nothing which shows the value of these 
things. It is a sort of hit or miss type thing that they may pick up 
or not pick up as they wish. 

Dr. Sunpertn, I think I should say that is a very modest pro- 
gram at the moment. It comprises other things as well. 

Mr. Yares. We have $40,000 of your $350,000 applied to this study ; 
have we not? What is the other $310,000 for ? 
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TRANSLATION OF FOREIGN SCIENTIFIC INFORMATION 


Dr. Sunperutn. Part of the rest deals with the problem of foreign 
scientific information and, in particular, information coming from 
Soviet Russia. We have a program of translations of Russian arti- 
cles in both physics and mathematics. 

Mr. Yates. Only in those two fields ? 

Dr. Sunpertin. Those two first. 

Mr. Yates. Only those at the persent time? 

Dr. SunpErRtIn. Yes. 

Mr. Yares. What do you do in the program ? 

Dr. Sunpertin. The mechanism in these two areas in science js as 
follows: We are supporting through a contract, with the American 
Mathematical Society, a translation service at Brown University. 
The editor of the Mathematical Reviews of the Mathematical Soci “iety 
carries on this translation work on Russian articles in mathematics, 

Mr. Yates. Does he get all Russian articles on mathematics? How 
do you know he is covering the whole field ? 

Dr. Sunperurn. In the best judgment of mathematicians, the best 
Russian journals in mathematics are available in this country, al- 
though, sometimes with considerable difficulty. These Russian 
articles in mathematics are either translated or abstracted if they 
seem to have sufficient interest and importance to American scientists. 

Dr. Waterman. This understanding with the Library of Congress 
goes further than physics and mathematics. 

Mr. Yates. I thought if you were limiting it to physics and mathe- 
matics— 

Dr. Sunpertin. The translation effort. 

Mr. Yates. The translation effort is being undertaken by the Li- 
brary of Congress? 

Dr. Waterman. The bibliography of it. They have 2,000 arti- 
cles 

Mr. Yates. As to the example of 2,000 articles printed in Russia, 
has somebody translated those 2,000 articles into English ? 

Dr. WaterMAN. No. This is where the mathematics and physics 
come in. 

Mr. Yares. All 2,000 dealing in the field of physics and mathe- 
matics are translated by Brown University; 3 is that your testimony! 

Dr. Waterman. Not necessarily the 2,000, but in their opinion 
the important ones. 

Dr. Sunperurn. I think I should clarify this. There is the trans- 
lation effort in mathematics through the Mathematical Society. There 
is a translation effort which will be undertaken by the American 
Institute of Physics in the area of physics. We are also supporting 
a center at the Library of Congress for the collection of translated 
articles in all fields of Russian science. It is here that the figure 
2,000, I believe, comes into play. 


COLLECTING OF FOREIGN SCIENTIFIC INFORMATION 


Mr. Yates. I was impressed with your statement earlier to Mr. 
Thomas that you have access to Russian articles not because of your 
contacts in this country but because of what you are able to pick up 
in France and other nations where access to them is more readily 
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available. What do you do in foreign countries to get access to collect 
those articles and send them back to this country / 

Dr. SUNDERLIN. Some of the journals are made available through 
the State Department. Others are made available through the ex- 
change arrangements between universities and scientific societies m 
this country with the National Academy of Sciences or other organiza- 
tions in Russia. 

Mr. Yates. The question in my mind is whether this is your activ- 
ity, the State Department’s activity or someone else’s activity and paid 
for by them rather than you. 

Dr. Sunpertin. The procurement of many of these journals in 
Russia is the responsibility of many of these other agencies. I think 
to the best of my knowledge we do very little in the actual procure- 
ment of these journals ourselves. 

Dr. WaTerMAN. There are cases, for instance, in the translating 
where the members of the staff engage in this and call upon particular 
scientists they know who get individual copies of articles. 

Mr. Yates. Supplementing the questions that I have been asking, 
is there any agency of government which has the primary function 
of collecting such information ¢ 

Mr. Tuomas. There is a depository over in the Smithsonian 
institution. 

Mr. Yates. Those that are mailed here. If Russia does not mail 
the particular magazine to this country, the Institution does not get it. 

Mr, THomas. The biggest problem is mailing it out. 

Mr. Yates. Is there any agency that has the primary responsibility ¢ 

Dr. WaTeRMAN. I do not know of any. 

Mr. Yates. Is it that of the National Science Foundation? 

Dr. SUNDERLIN. We feel it is an important area and we are assist- 
ing inevery way or 

Mr. Yates. I know you are assisting. I think it is an important 
area, and apparently you do, too, from your justifications, and I 
should like to know whether there is some agency in our Government 
that makes it its business to dig these things up from whatever source 
they can, to collect them and send them back to either your agency 
or other agencies for dissemination. 

Dr. WarerMAN. To a certainn extent this is done by the State De- 
partment’s scientific attachés, of which there are a few in a limited 
number of countries, where they are able to find out publications that 
would be of interest to us and ship them back through State Depart- 
ment channels, 

Mr. Yates. Don’t you think in view of the importance which both 
you and this committee attaches to the collection of such Russian 
scientific information that some effort should be made to find out 
what is being done in the field by the National Science Foundation ? 

Dr. WaTeRMAN. We have been in touch with the State Department 
on this through their scientific attachés. 

Mr. Yates. Do you know what Defense does, for example? 

- WarerMAN. Defense has their own channels. They have their 
attachés, 

Mr. Yates. Do you know what they do? 

_ Dr. Waterman. Yes, but to some extent this is classified material 
In dealing with other countries. 
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Mr. Yates. It would not be classified with the National Scien: 
Foundation ? 

Dr. Waterman. We do not deal with it 

Mr. Yates. Your agency, which seems to have been set up for the 
purpose of being a clearinghouse and could be a clearinghouse fo 
what seems to be a very vital source of information, should certainly 
find out what our Government is doing about it. It is presumably 
taking jurisdiction in acting as a clearinghouse for the researc) 
activities of this country. 

Is your function limited only to the work being done in research jy 
the United States of America ? 

Dr. Waterman. No. I think our position is this, Mr. Yates. W: 
are trying at the present time to follow all leads we have in the colle. 
tion of scientific publications. This would include any contacts that 
are made with the State Department, Defense, or saoubens on unelas. 
sified scientific information. We are not really in a position to take 
the lead on more than following up what the other agencies are doing 
at the moment because we have no official representatives abroad to do 
it. We could send people. 

Mr. Yates. Do you know what they are doing abroad? 

Dr. WaTEeRMAN. Fairly well. 

Dr. Sunperuin. This is an example of our attempt to find out pre. 
cisely what is going on in the Soviet Union. This is a publication of 
the Science Division of the Library of Congress, entitled, “Scientific 
Publications of the Soviet Union from 1945 to 1953,” which contains 
as complete a list of serial publications in the Soviet Union as is 
available. 

Mr. Yates. We know by this exhibit which you have handed us that 
you have as complete as possible a list of publications issued by the 
Soviet Union. Do you know whether or not these publications as they 
come out are reviewed by any agency of the United States Government! 

Dr. Sunpertrn. Any of those which are deemed of considerable 
importance are reviewed. 

Mr. Yates. There are some which are not deemed of importance! 

Dr. SunpERLIN. Yes. 

Dr. WaTERMAN. This is an exhaustive list, and some would not be 
interesting to go further with. 

Mr. Yates. Are you telling this committee that all important pub- 
lications are reviewed by some agency of the Government? Do you 
know this is a fact? 

Dr. Waterman. I do not think we could say that. 

Mr. Yates. Do you think the National Science Foundation should 
ascertain whether as a matter of fact some agency in our Gover»- 
ment is reviewing all important scientific and technical publications 
of the Soviet Union ? 

Dr. Waterman. We could do that. 

Mr. Yates. I think it is an important function for some agency 
of the Government. As it deals with science matters, I don’t know 
why the National Science Foundation should not do it. 


ATTENDANCE AT INTERNATIONAL MEETINGS 


You were on the point of discussing another activity relating to this 

] e _ Ts 
appropriation, which is the attendance of scientists at international 
meetings. 
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Dr. SuNpERLIN. Mention is made of that on page 84 of the justifi- 
cations, Mr. Chairman. 

Mr. Yates. I notice in here, as I read your justifications that the 
maximum—that is the average grant—is $525. What is the maxi- 
mum grant that you have made for this purpose ¢ 

Dr. Sunperiin. I should think the maximum grant would be 
around $1,200 or $1,300 for travel of certain se ientists to attend an 
international theoretic: il physics — in Japan. 

Mr. Yates. When you say, “for ‘avel,” do you mean that there 
‘s another amount that a cae may receive in addition to the 
travel allowance? This is the maximum for everything ?/ 

Dr. SUNDERLIN. Yes. 

Mr. Yates. $525 is the average amount. Who picks these pure? 

Dr. SunperLIN. The general practice is as follows: With the larger 
international scientific congresses we announce a closing date for the 
receipt of applications for travel grants. After these travel applica- 
tions are received, they are review red by a committee which in general 
consists of the chairman of the United States national committee for 
that particular scientific discipline, the chairman of the advisory 
panel of the foundation in the scientific discipline, and the program 
director for the foundation. This is simply one pattern that is used 
in the screening of these travel applications. 

At other times we make use of committees of the National Academy 
of Sciences, especially when there are official delegates involved. 


OBJECTS OF EXPENSE 


Mr. Yates. Mr. Reporter, would you insert in the record at this 
point the material appearing on pages 85, 86, 87, and 88% 
The material referred to is as follows: 


Detail of obligations by object 





| | 








| Increase (+) 
| Actual, Estimate, | Estimate, or 
| fiscal year | fiscal year | fiscal year | decrease (—), 
1954 1955 | 1956 | 1956 over 
| | | | 1955 
_—. —_ l | -_ 
01 Personal services: | 
Full-time staff: | | | 
Number of positions -----...--.---- | 18 | 18 | 12 —6 
Number of man-years- ---- --- jong 15. 3 | 12 11.6 | —.4 
SET PEE _.) $88,050) $79,944 ~+~«¢$75,575 | == $4, 369 
Part-time staff: Consultants___________- 1,013 1, 200 1, 000 — 200 
le ttt catia ee enw 3 - 89, 063 81, 144 76, 575 — 4, 569 


The reduction in staff personal services is occasioned by the fact that the 
obligations for 1954 and 1955 include personal services costs incurred by the 
Library of Congress under an allocated working fund from the foundation for 
the distribution of translations from Russion scientific publications. 

The estimate for consultants is for the compensation of members of the ad- 
Visory panel for scientific information, which meets periodically to advise on 
program activities. 
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| | Increase (+ 
Actual, Estimate, | Estimate, | or 
fiscal year fiscal year | fiscal year | decrease (— 
1955 1956 | 1956 over 
| 1955 





Total. . 


Funds for staff travel in this activity are needed to permit the staff of the 
Scientific Information Office to visit scientific societies, scientific publications. 
libraries, and scientists to discuss scientific-information problems, and for follow- 
up visits to determine the progress of scientific-information activities supported 
by the Foundation. The increased activity in this program in fiscal year 1955 
will necessitate more followup travel in fiscat year 1956. The funds for con. 
sultant travel are to pay the travel expenses of the advisory panel mentioned 
under “01 Personal services.” 


“| 

} Incre: ise (+ 
Actual, Estimate, Estimate, i or 

shes 


decrease (— 
195 a over 


fiscal year fiscal year fiscal year 
1954 1955 1956 


04 Communication services $23 $234 0 | 


The amounts shown for 1954 and 1955 represent obligations incurred by the 
Library of Congress under an allocated working fund from the Fundation. Con- 
munication services for this activity within the Foundation are charged to the 
activity “Executive direction and management.” 


' 
| Increase (+) 
Actual, Estimate, | Estimate, or 
fiscal year fiscal year fiscal year | decrease (—), 
1954 1955 1956 1956 over 
| 1955 
| | 
| 


—$37 


| 


| | 
06 Printing and reproduction $4, 114 $3, 537 | $3, 500 


This item covers the printing of such publications as the annual report, a 
quarterly list of international scientific meetings, and other material related to 
scientific programs of the Foundation in general. 





Increase (+) 
Actual, Estimate, | Estimate, or 
fiscal year fiscal year | fiscal year (decrease (—), 
1954 1955 1956 1956 over 


| 


07 Other contractual services: : 
Security investigations $845 $500 $600 +$100 
SN I apis ath win tone nh asin beenee 10, 212 10, 681 15, 400 +4, 719 


11, 181 16, 000 +4, 819 


The item for security investigations is for the investigation of replacements 
for staff personnel and consultants. 





~$300 


+300 
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The other contract item is for the support of a portion of the program “Trans- 
lation and dissemination of scientific information originating abroad,” described 
under “Program for accomplishing objectives.” 


| 


— 


Increase (+) 














| 

| Actual, | Estimate, Estimate, or 

| fiscal year | fiscal year fiscal year decrease (—), 

| 1964 =| «1985 1956 | 1956 over 

| | 1955 
ee | certains 
0s Supplies and materials... -........-...---. i; $213 $482 0 | — $482 
09 Equipment. .--.----------------------------- $4 | $223 0 —$223 





The costs for supplies, materials, and equipment for 1954 and 1955 represent 
costs incurred by the Library of Congress under an allocated working fund from 
the Foundation. Supplies, materials, and equipment for this activity within the 
Foundation are charged to “Executive direction and management.” 








| Inerease (+) 
Actual, Estimate, Estimate, or 
} fiscal year fiscal year fiscal year) decrease (—), 
| 1954 | 1955 1956 1956 over 
1955 
ne ae va a “| | "as ] ts >. 


1 Crebte.c.l...dehislue. pakbbbbdsince | $163,408 | $266,400 | $250, 600 | —$15, 800 
i { | j 





This estimate and the estimate for “Other contracts,” listed above, are to 
provide direct financial support for the programs, “Translation and dissemi- 
nation of scientific information originating abroad,” “Development and testing 
of new methods,” “Support of scientific publications and reference tools,” 
“Coordination of research information,” and “Support for attendance at inter- 
national scientific meetings,” described under “Program for accomplishing ob- 
jectives.” 


Increase (+) 


Actual, Estimate, Estimate, | or 
fiscal year fiscal year fiscal year | decrease (—), 
1954 1955 1956 1956 over 
1955 
SS ‘Tene... Bice dvesacep db sienasssnc $315 $300 $325 +$25 





This estimate is to pay the Foundation’s contribution under the Federal 
Insurance Contributions Act for employees not under the civil service retirement 
system. 


Executive Direction AND MANAGEMENT 


Mr. Yares. Dr. Waterman, referring to page 89 of the item, “Exec- 
utive direction and management,” we note that you want an increase 
of $9,869. What is that for? 

Dr. WaterMAN. This covers an estimated increase in expenses of 
the National Science Board; that is in the amount of $1,400. An in- 
crease is requested in staff personal services for Executive direction 
and management of $8,735. 

Mr. Yates. Mr. Reporter, will you put in the record the tables ap- 
pearing on pages 89 through 94. 


58616—55—pt. 1——-18 
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4. Executive Direction AND MANAGEMENT 


Summary of obligations 


Increase (+ 
Actual, | Estimate, Estimate, | or 
fiscal year | fiscal year fiscal year | decreasg 
1954 | 1955 1956 1956 over 
| 1955 


Personal services.......... po eth ataietialedea camel $284, 218 $292, 600 | $302, 335 +$9, 73 
02 Travel-- 24, 683 31, 300 28, 800 | 5 
03 Siac 329 1, 000 | 1, 000 
04 Communications i et 23, 821 | 25, 000 | 25, 000 
05 Rent and utility services 217 300 | 300 | 
06 Printing and reproduction - - --- 8 | 2, 000 2, 000 
07 Other contractual services ants eat 51, 694 10, 200 | 10, 800 
08 Supplies and materials | 15, 501 12, 000 | 12, 000 
09 Equipment 22, 137 7, 000 | 9, 000 | 
Re Ne ochre puis Routitesnakeditwalbnaiee 735 731 | 765 | 
423, 343 | 382, 131 392, 000 | 
| | 


This activity includes the costs of the National Science Board, the Office of the 
Director, and all administrative functions such as personnel, supply, communi- 
eation and records, grants administration, accounting, and budget. In addition 
such items as supplies, equipment, communications, and certain contractual 
services, for the other three activities are charged to “Executive direction ani 
management” inasmuch as they cannot be distributed on a cost basis without 
establishment of accounting procedures too costly for the results obtained. 


} Increase (+ 

Estimate, Estimate, | or 
fiscal year fiscal year | decrease (- 
1955 1956 over 


Actual, 
fiscal year 
1954 





| 
or 
| 1955 


Personal services: | 

Full-time staff: 
Number of positions 52 46 | 
Number of man-years. --- ; 44.4 449 46 | 
Amount i $270, 957 $281, 600 $290, 335 | 

Part-time staff: | 
National Science Board 10, 325 | 10, 600 12, 000 | 
Consultants P 2, 936 | 400 0 


302, 335 | 


284, 218 | 292, 600 





| 


No increase is requested in the number of full-time positions even though the 
Foundation is now initiating an audit program of its research grants and col: 
tracts. The increases in man-years and in cost are primarily the result of the 
auditor and two clerk stenographers being on duty for only a portion of 1955. 

The increase in personal services for the National Science Board is to provide 
for greater use of members on an individual consultant basis and for meetings 
of the various Board committees. By this procedure it is believed that no in- 
crease in the number of Board meetings over the normal seven meetings per yea! 
will be necessary, even though the workload and responsibility of the Foundation 
have increased. 

Consultant services, which were utilized rather extensively in the formative 
years of the Foundation, are believed to be no longer required or to be minima 
at most. No estimate is included for this purpose for 1956. 
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Increase (+) 


Actual, Estimate, Estimate, or 
fiscal year fiseal year fiscal year | decrease (- 
1954 1955 1956 1956 over 
1955 
9 Travel: 

Reis cs eiasaka ‘ : $8, 358 $11, 200 $10, 800 — $400 
National Science Board - - 16, 169 19, 900 18, 000 —1, 900 
Consuanis.........-.<. ; . 156 200 i) — 200 
ORE rik sccccumnnkhe cee sient 24, 683 31, 300 28, 800 —2, 500 


No increase has been requested for travel for the full-time staff. The Director 
and his immediate staff are required to travel rather extensively in carrying 
out the Foundation’s programs and as the result of basic responsibility of de- 
veloping national policies for science. Details of such travel are provided in the 
summary of agency travel requirements. 

The reduction in travel costs for the National Science Board in 1956 is due 
to changes in the geographical distribution of residences of Board members 
resulting in less travel cost per individual. 

No travel has been requested for consultants since such services are not be- 
lieved to be required in 1956. 


Increase (+) 





Actual, | Estimate, Estimate, or 
fiscal year | fiseal year | fiscal year | decrease (—), 
1954 1955 | 1956 1956 over 
1955 
} ' 
03 Transportation of things. .....-......------ $329 $1, 000 | $1, 000 | 0 


The obligation of $329 in 1954 represents freight, express, and parcel-post 
charges paid by the Foundation. The estimate for 1956 is based on this level of 
obligation plus allowing for payment for the shipment of houshold goods of one 
employee who might transfer to the Foundation from another Federal agency 
outside of Washington for the convenience of the Government. 


| | 
| 


Increase (+) 














Actual, Estimate, Estimate, or 
fiscal year fiscal year fiscal year | decrease (—), 
1954 1955 1956 | 1956 over 
| } 1955 
iia ae ate elie Sa aa 
04 Communication services..........------ : | $23, 821 25, 000 | ae 








This item includes costs of telephone and telegraph services and penalty 
indicia mail for the entire Foundation. The increase for 1955 over 1954 is the 
result of the growth of the programs of the Foundation, with a corresponding 
increase in communication costs. 


, 


| Increase (+ 








Actual, Estimate, Estimate, or 
fiscal year | fiscal year fiscal year | decrease (—), 
1954 | 1955 1956 1956 over 
| 1955 
—_ | — 
| | 
05 Rents and utility services.............-..-- | $217 $300 | $300 


———___————————————____. 
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This estimate, which includes the rental charges for office machines and other Tl 
equipment for the entire Foundation, represents no change from the 1955 level. Fou 
equi 
Eaes - acti’ 
Increase (4 sucl 
| Actual, Estimate, Estimate, or 
fiscal year fiscal year fiscal year | decrease (— 
1954 1955 1956 1956 over 
| 1955 


06 Printing and reproduction $8 $2, 000 | $2, 000 


The funds requested are for printing and reproduction of items such as 
letterheads and special forms used by the entire Foundation. Overstocking of 
such items in previous years made possible the small obligation for 1954. The 
1956 estimate is the same as that for 1955. 


Increase'(+ 
Actual, Estimate, Estimate, or 
fiscal year fiscal year fiscal year | decrease (-), 
1954 1955 1956 1956 over 


eee 


07 Other contractual services: | 
Security investigations $1, 565 | $1, 500 | 
SOE 50, 129 8, 700 | 


51, 694 10,200 | 





The amount for security investigations provides for investigations of replace- 
ments hired as the result of normal attrition in this activity only. The esti- 
mate for 1956 is a reduction over each of the 2 previous years. 

The funds requested for other contracts are for expenses for the entire 
Foundation, such as repairs to office furniture and equipment; minor alterations 
to office space; payments to Federal Facilities Corporation for the employee 
health program, estimated at $1,440 for 1955 and 1956; and the Foundation’s 
contribution for group life insurance for Federal civilian employees, estimated 
at approximately $2,300 in 1955 and $2,800 in 1956. The amount requested for 
other contracts is a slight increase over the 1955 level, but is a substantial reduc- 
tion over 1954. The Foundation moved to the Old Cosmos Club late in fiscal 
year 1953, and necessary alterations made to the building resulted in the higher 
level of obligations in 1954. 


Increase (+ 
Actual, Estimate, Estimate, or 
| fiseal year fiscal year fiscal year | decrease (—), 
1954 1955 1 | 1956 over 


1955 
| er ee 


a } nema 


08 Supplies and materials $15, 501 | $12, 000 $12, 000 | 0 


This item is for supplies and materials for all activities of the Foundation. 
The stock of supplies and materials was reduced to the lowest practical level 
in 1953 due to the move of the Foundation to its present quarters. The neces- 
sity for replenishing the stock in 1954 resulted in the higher cost in that year 
than is estimated for 1955 and 1956. 


Increase (+) 
Actual, Estimate, Estimate, _ _ ee 
fiscal year fiscal year fiscal year | decrease (—), 


1956 over 


09 Equipment 
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These funds are for office furniture, fixtures, and machines for the entire 
Foundation. The increase requested in 1956 over the 1955 level is to provide 
equipment for the additional personnel requested in the “Support of science” 
activity. The higher cost for 1954 was the result of purchasing basic equipment, 
such as Office furniture and machines, required by increases in the staff. 


Increase (+) 
Actual, | Estimate, Estimate, or 
fiscal year | fiscal year fiscal year decrease (—), 
1954 1955 1956 1956 over 
} | 1955 


$731 | 





This item is for the Foundation’s contribution under the Federal Insurance 
Contributions Act for employees not under the civil service retirement system. 

Mr. Yates. How many employees does the National Science Founda- 
tion have in its executive direction and management section during the 
fiscal year 1955, and how many is proposed for the following fiscal 
year ? 

Mr. SHepparp. Forty-six, and the same number in 1956. 

Mr. Yates. Costs are estimated to be relatively the same, are they 
not ? 

Dr. WATERMAN. Yes. 


TRAVEL REQUIREMENTS 


Mr. Yates. Now we come to the travel summary of the requirements 
of the National Science Foundation. 

7 Reporter, will you put in the record at this point pages 99 
and 100. 

(The pages referred to may be found on p. 250.) 

Mr. Yates. Dr. Waterman, will you tell us why the National Science 
Foundation has to travel ? 

Dr. WaTerRMAN. This can be separated into two major parts. First 
is the travel of the Foundation’s full-time staff. This is necessary in a 
number of ways. One is to follow administratively the operation of 
our grants and other activities with the institutions concerned. This 
takes the time of the administrative staff, and is highly essential to 
the administration of these grants. 

Mr. Yates. How much money do you want for that purpose? 

Dr. WaTEeRMAN. For the administrative side alone, will you break 
that down, Mr. Sheppard ? 

Mr. SHepparp. Would you like this for all units? 

Mr. Yates. This is in the nature of a supervisory type travel. I 
would like to know how much you want to spend for this purpose. 

Mr. Suepparp. Staff travel, $68,400. 

Mr. Yates. How many people are traveling? All of them? 

Dr. Waterman. No. In addition to what I just said of the super- 
visory, purely administrative, we have the scientific administration 
part, too, where the scientists should travel to keep aware of the 
scientific content where the administrative personnel could not. We 
want to know what scientific results are being obtained, whether there 
ls @ holdup and if the progress is satisfactory from the scientific 
standpoint as separated from the fiscal expenditures. 

Mr. Yares. We could save money if we crossed a scientist with an 
administrator, 





276 


Dr. WaterMAN. Yes; if we got enough of them. 

Mr. Yares. Is both for scientists and 

Dr. WaterMAN. Yes. It is all those concerned with the proper 
conduct of research in the grants. 

Mr. Yates. The scientists are not necessarily your people? 

Dr. Waterman. Yes. They are on our staff. We have a number 
of projects, for example, in mathematics. We cannot know what is 
going on, whether it is being properly carried out or whether our 
hopes are being realized, unless our mathematician is able to visit 
these. That is one side of his activities. 

Another side is a finding out of what agencies are doing in Wash- 
ington with respect to mathematics. This program director, as we 
call him, in mathematics, must not only visit the grants under his 
supervision but he must keep in contact with the mathematicians in 
other agencies and also be involved in the planning of his program 
with his advisory panels. 

All that I have spoken of now is staff travel. 

In addition, we have the travel of advisory panels. They should 
meet in Washington. They have been lately much concerned that 
they have not been able to give us the benefit of their advice which 
we think is necessary. These pansl have to meet. 

Mr. Yates. Are they national panels? 

Dr, Waterman. They are drawn from all over the country. They 
ore each in particular fields. I believe there are 14 of those. We 
also have the statutory divisional committees to recommend in the 
broad area of science not only with respect to the content of the pro- 
gram but the balance of it, and policywise, too. We also have the 
travel of the Board. All these are broken down on page 100. 

We felt exceedingly cramped in this, and feel we cannot really do 
justice to the Government’s interest in this program unless we can 
receive the figure that we have here, $150,000 total. 

Mr. Yates. Your law was amended last year to provide for striking 
off the $15 million limitation on appropriation ? 

Dr. WATERMAN. Yes, sir. 

Mr. Yates. There is no limit to the authorization now for the func- 
tions of the National Science Foundation under the law, is there? 

Dr. Waterman. I believe that is right, sir. 

Mr. Yates. Do you undertake any activity in the field of social 
sciences at all ? 

Dr. Waterman. We have a staff member who is himself a sociolo- 
gist. We are making studies of what the Government is doing in social 
science. We are not making any grants in the area, by policy decision 
of the Board, except to include border subjects to the natural sciences, 
including the biological, medical and engineering sciences. We go so 
far, for example, as to take on experimental psychology and into the 
field of anthropology and geography. The Board has decided for the 
present against going into grants for the social sciences, except as 
stated above. This is permitted in the language of the act. 

Mr. Yates. What section of the act permits it? 

Dr. Sunperurn. Section 3 (a) (2). 

Dr. WaTerMAN. We can extend the coverage. 

Mr. Yates. I do not know if the courts would agree. 

Dr. SunpERLIN. I believe the legislative history clearly indicates 
that the social sciences were covered as a permissive field. 
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Mr. Yates. What proportion of the appropriation we have just 
been discussing is allocated for any of the work of the International 
Geophysical Year, any at all ¢ 

Dr. WaTERMAN. Not in what we have been discussing. 

Mr. Yates. There is nothing in this appropriation for the purpose 
of the Geophysical Year ? 

Dr. WATERMAN. No, sir. 


GOVERN MENT RIGHTS TO SCIENTIFIC DISCOVERIES 


Mr. Yates. Have there been any important discoveries as a result 
of the grants of the National Science Foundation ? 

Dr. WATERMAN. Yes. ‘The degree of importance to be attached to 
the discovery is a relative matter. 

Mr. Yates. This was preliminary to the next question I wanted to 
ask. It is conceivable that a discovery may be of such value as to have 
tremendous monetary returns ¢ 

Dr. WateRMAN. Correct, directly or indirectly. 

Mr. Yates. What protection is there that the Government will obtain 
some kind of refund for the money it has advanced ? 

Dr. WarerRMAN. If there are any patents involved, if it gets to the 
stage of practical application where a patent can be applied for and 
obtained, then the Government gets a perpetual royalty-free license to 
use the invention for governmental purposes. 

Mr. Yates. This is a paramount right to the university at which 
the discovery may have taken place ¢ 

Dr. WaTeRMAN. Universities may file applications, but the Govern- 
ment in that case, if the patent is granted, gets a license for free per- 
pertual use without royalty. 

Mr. Yares. Is there any adjustment or any arrangement made for 
repayment of the money it has invested, or is the perpetual use sup- 
posed to be the payment ? : 

Dr. WaTeRMAN. Yes; that is to be considered the payment, I believe. 

Mr. Yares. What is the Russian Research Center at Harvard to 
which you have alluded throughout the testimony? Is it an organiza- 
tion which receives some support from the National Science Founda- 
tion? 

Dr. WareRMAN. I do not know if we have made any contracts there. 
I think we have not. 

Mr. Yarrs. This is something developed strictly by Harvard Uni- 
versity ? 

Dr. Waterman. That is right. 

_ Dr. Barnarp, It is supported by the Carnegie Institution. There 
is a similar activity at Columbia, supported by the Rockefeller 
Foundation. 

Mr. Yates. The National Science Foundation does not consider the 
one at Columbia to have much significance, apparently, because the 
testimony is all predicated upon the one at Harvard. 

Dr. Barnarp. I think that is incidental. They are concerned with 
many things besides science. 

Mr. Evins. Mr. Chairman, I should like to inquire as to how long 
the National Science Foundation has been in operation as a going con- 
cern—as an agency of our Government ? 
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Dr. WarerMAN. Its act was passed in 1950. The Board was ap- 
pointed in November. We had our first administrative budget in the 
spring of 1951. W had our first operating budget the following year, 
fiscal 1952. We received the funds for that in a supplemental appro. 
priation in 1951, and had the funds in hand in November 1951. W, 
have been in operation a little over 3 years. 


SCIENTIFIC PERSONNEL 


Mr. Evins. How many scientists do you have attached with the Na. 
tional Science Foundation ? 

Dr. Waterman. Permanent staff ? 

Mr. Evrns. Yes. 

Dr. WaterMAN. Roughly, I would say, 25 senior scientists. 

Mr. Evins. How much personnel other than scientists are with the 
Foundation ? 

Dr. Waterman. About 125. 

Mr. Evins. You have about 25 scientists attached to your organi- 
zation, and the remaining is how many ? 

Dr. Waterman. About 125 all told. It includes administrative, 
fiscal, legal, and program analysis people in addition to the clerical 
personnel of the science divisions. 

Mr. Evrns. You have requested this year $20 million for all your 
programs. With approximately 150 personnel. 

Dr. WaTEeRMAN. $12,250,000 was what we had last year. 

Mr. Evins. How much is the increase ? 

Dr. Waterman. From $1214 million to $20 million. 

Mr. Evins. How much of this increase requested is for basic re- 
search ? 

Dr. Waterman. About $5 million. 

Mr. Evins. The remainder is for administration ? 

Dr. Waterman. Not entirely. We have the fellowship program 
which, in round numbers, is about $2,400,000 and an education in the 
sciences program of about $1.8 million. We have this program of 
policy studies, which is, of course, substantially a research activity. 

Mr. Evtns. Do you think your 25 scientists attached to the National 
Science Foundation is sufficient in number to utilize this substantial 
increase requested ? 

Dr. WaTEerRMAN. The request next year we think will round out the 
staff of scientists to the point where we can handle the remaining 
programs. We think this ought to be the final arrangement, unles 
we got in some special high-priority job calling for more attention 
in one particular field of science. 

This recommendation for 1956 would give us a well-rounded scier- 
tific staff of the sort we would need for further work in the Founda- 
tion. 

Mr. Evtns. My only observation is that your number of scientist: 
is rather small while your request for funds is rather substantial. | 
do not see that the number of your scientists is proportionate to your 
request for funds for research. 

Dr. Sunpertrn. I think the number of 25 applies to senior scien- 
tists. There are a number of other scientists as well. I was just trying 
to total up the number. There must be between 70 and 80. 
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Dr. WATERMAN. When we say a “senior scientist,” we mean a pro- 
gram director of a particular field, a man especially recognized for 
his achievements in science as well as his administrative ability. 


LIAISON WITH OTHER GOVERNMENT AGENCIES 


Mr. Botanp. Do you have any liaison with other Federal agencies 
or departments that might be engaged in the same type of basic re- 
sarch, specifically, medical research? Does the Department of 
Health, Education, and Welfare conduct similar surveys? 

Dr. WaTeRMAN. Not similar surveys. They conduct research in 
their own establishments and by grants to institutions, as we do, and 
have a staff to do this. 

Mr. Botanp, You have liaison with those departments to determine 
whether or not what you are doing is overlapping? 

Dr. WarerMAN. Yes. I have mentioned the term “program direc- 
tor” as the man in charge of a particular program. The program 
directors of the Foundation meet with the other program directors 
inthe same field of science regularly. I am a member, on a different 
policy level, of the Advisory Committée on General Sciences of the 
Department of Defense, where they deal with all the research, basic 
research, in the Army, Air Force and Navy. 

Mr. Botanp. In your general statement you said something to the 
effect that the U. S. S. R. was outdistancing us in the matter of the 
number of young people going into their engineering schools, that their 
output is probably larger, as this article indicates. Do you mean in 
all engineering fields or just in specific engineering fields? 

Dr. WaTeRMAN. This is a total of all engineering fields for which we 

have the estimate. I would not like to overemphasize this competition 
with Russia. The fact is it seems to me we have to assume that the 
Russian system is capable of making an all-out effort. They are appar- 
ently doing it. We are not getting the most out of our opportunities. 
We want quality. We depend on this. I think we should do the best 
we can to see that our able people with aptitude in science get the 
opportunity and encouragement to go ahead, so that we can be sure 
that we are doing the best we can with what we have. We are far 
from doing that now. That is really the problem. 
_ Mr. Boranp. Is it true there is a real paucity of real, high-level men 
inthe United States in relation to mathematics? I read an article in 
Fortune magazine a while ago and it seemed to me I saw pictures of 
a dozen people who were really the high level, top mathematicians; 
isthat true? 

Dr. WATERMAN. In this country ? 

Mr. Botanp. Yes. 

Dr. WaTERMAN. We are very strong. 

Mr. Pures. That is the opposite. 

Mr. Botanp. Is there a paucity? Are there really only a few at 
the top, men like Teller ? 

Dr. WaterMAN. In mathematics? 

Mr. Botan. Yes. 

Dr. Bronx. Perhaps I might answer that by saying it depends on 
who youask. If I was excluded in my field, I might say that they had 
hot done a very good job. 
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EDUCATION IN THE SCIENCES PROGRAM 


Mr. Botan. On the problem of education of the scientists in you 
justification, you talk Sout counseling activities in the high school, 
What do you do in this program ? 

Dr. Waterman. Find out what counseling is now done in high 
schools. This is quite inadequate in science, as a rule. Apparently 
too few qualified people have an opportunity, in the first place, tp 
identify students with aptitude and, second, give them-wise advice, 

The problem is that we have so few science teachers that science js 
being taught by many who never had a chance to qualify very much, 
Obviously, they cannot give very good advice with regard to the pos. 
sibilities of science. What we first want to do is find out what coun. 
seling activities there are, and also find out where this is done and done 
successfully, what the means of going about it are. Whether this can 
be done with the help of local colleges and universities or whether it 
can be done right in the school, or whether it can be done by such 
eae as the Science Service, that centers here in Washington, is one 
thing. 

Then there are also young junior organization science clubs that are 
extremely helpful in encouraging the interest. of young scientists in 
this way. This will give them motivation as well. This should als 
extend to the parents. One of the things that we find right through 
this is that the reason so many boys and girls do not go into college, 
who have high aptitude, is that it never seems to occur tothem. They 
can get a very good job without going on. They do not realize they 
have special aptitudes in any sense, so that this never occurs to them 
as a possibility. This ought to be opened up more. 

Mr. Boianp. Has the establishment of the Foundation been a real 
stimulus to getting young people to go into scientific fields and 
engineering ? 

Dr. WaterMAN. We hope so. Our fellowship program seems to 
have been very successful and highly regarded at the upper levels. 
The conferences we have held with teachers in high schools and col- 
leges has likewise been successful in showing what research is doing 
and what the opportunities in science are, what methods of teaching 
in a particular science are helpful. That is as far as we have got al 
the moment. 

This is an area we want to move into, and this is one reason why 
we are requesting additional funds in this area. 

Mr. Botanp. Do you have any idea whether or not the number of 
students interesting themselves in scientific careers has increased tre- 
mendously since the Foundation has been established or is it too early 
to determine that yet? 

Dr. WaterMANn. They are flocking into some advanced fields of 
science, but there is very little evidence that they are coming into the 
high school level. One of the things, probably due to the teacher 
shortage, which shows that the natural sciences are not getting the 
normal amount is that, whereas the increased birthrates of the thirtie 
are now filling the high schools, the enrollments are not going up pro 
portionately in the natural sciences. 
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DISSEMINATION OF SCIENTIFIC INFORMATION 


Mr. Puiures. I am not certain that I understand about this regis- 
ter that Mr. Yates was asking about. My first understanding was 
that you were attempting to provide a system of cataloging which 
vould be an improvement upon the present system used in libraries 
and large institutions. Then by subsequent answers I gather the im- 
pression that you are trying to get a bibliography even better than a 
large library would have of the articles and books, magazine articles, 
papers that have been written on scientific subjects. 

Just what is it that you are trying to do? 

Dr. WaterMAN. When I gave my answer to this I spoke particu- 
larly about the study of machine methods for handling the classifica- 
tion, storage and finding of large volumes of research material, wheth- 
er this is in publications or reports. That is primarily a library 
function or the function of a large organization. 

Mr. Puiiuirs. You testify you are not doing any of that, that you 
are merely trying to provide a better method, a mechanical method of 
doing it; is that right ? 

Dr. WATERMAN. Yes. 

Mr. Puriures. I do not quite see yet how that is your function. 
Your function might better be to provide a list of the articles, but you 
must certainly be doing something which is common library practice 
rather than something in which you might be spending money, in my 
mind. 

Dr. WaTeRMAN. It simply is that the problem is acute in the field of 
science where research investigators want to get subject matter which 
is Very pertinent to them. 

Mr. Puttuirs. They do not know that it exists? That is the crea- 
tion of a list. You say you are not doing that. You are telling the 
library how to classify the material. 

Dr. Waterman. We are making a study, as Dr. Sunderlin told you, 
of all the sources of scientific publications. We have worked that out 
so we know where one can go. 

There are libraries, and any institution has its own, which include 
many of these publications. What we would like to do is to be of 
assistance to those organizations in enabling them to find this material 
quickly when requested by a scientist. This is an acute thing in science, 
because to do the man’s research he must have concurrent information 
if he can from all of the people who are working in the field. 

The real answer to your question is that we are trying to do all these 
things we can, Mr. Phillips. I stressed this particular mechanical 
one. The whole problem is how to get to a scientist research material 
which is pertinent to his problems in any way that you can get it. 

Mr. Patties. How long have you been working on it ? 

Dr. WatermAN. For the better part of 2 years. 


RESULTS OF FOUNDATION WORK 


Mr. Puiiutes. This question is a difficult one to answer, I suspect. 
In the long run, the effectiveness of what you are doing with the money 
that we appropriate, which today is over $28 million, and you ask for 
‘20 million more for next year, has to be judged by the results. It can- 
not be judged just by testimony before a subcommittee. Unfortu- 
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nately, in this field the test might come and we might find the money 
had not been well spent so far as the results were concerned and jt 
might then be too late to find it out. 

What assurance can the Congress have that this money is producing 
results? Have you any evidence that this is producing results and 
that it is not in general language and is not being used just to support 
colleges that are having a somewhat difficult time to pay their bills’ 
College presidents and college deans are just as human as college stu. 
dents and scientists. I do not imagine any college would refuse to 
take a scholarship or fellowship from you. What proof have you 
that in 5 years, say, which is not a long time, the results will show us 
that the program is justified ? 

Dr. Waterman. There are several ways that can be answered. It 
goes back to the nature of basic research itself. One is that basic 
research is like an investment across the board. Some does not pay 
off or, if it does, it may bea minimum amount. These you have to write 
off. Others, the majority, perhaps, produce a small, not very sensa- 
tional advance of knowledge in their fields. The sume total of all 
these small advances make it possible for a major breakthrough some- 
where and make possible the capital discoveries. This is right across 
the board and a little hard to explain. 

Mr. Purtuies. That is why we had to set up an SEC, which also 
comes to this committee for its money. The situation was not entirely 
satisfactory before the days of the SEC. Now you are suggesting, 
ure you, that we should set up an SEC to check your grants? 

Dr. WarerMANn. This was only the start of my answer, that there 
is progress all along the line. Statistically in a basic research pro- 
gram something will come out of remarkable interest. This one cai 
count on but you never know where it is going to come—off the record. 

(Discussion off the record.) 

Dr. Waterman. Along that line, you have this assurance, that 
where papers are published in a scientific journal they have to pass 
a rather strict scrutiny of a board of review to get in. If research is 
worth publishing in a journal, and gets published, it is proof to the 
scientific community that this is important work. 

There are occasionally outstanding things that are interesting. 
There is one that we just got report of. This is where our scientists 
who keep track of these projects can give the answer quickly. This 
man has found in working on one of our projects that by a very slight 
operation on the hypothalmas near the pituitary gland a person can 
develop an enormous appetite. He does not seem to get enough food. 
By merely changing the incision in the operation a Tittle to one side 
the person loses all appetite entirely. This is quite a significant thing 
from the standpoint of physiology. 

Mr. Tuomas. Couldn’t Dr. Parran have told you that 30 years ago? 

Dr. WaterMAN. This is a recent development, as I understand it. 

Mr. Puturrs. My question was, have we any evidence of results. 
or will we have in 5 years, to offset a question of whether we are just 
giving money to colleges who are glad to have financial support in 
times of stress, or not? Have we anything to show after 5 years! 
I put that in simple language. The original question was much 
7 
longer. 

Dr. Bronx. I am not prepared to answer specifically because I would 
have to go through the reports and refresh my memory. I would say 
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[| would have no doubt but what there have been significant accom- 
nlishments. The reason I would answer that way is that I know the 
quality of many of the ee who have been supported. I would just 
beamazed that they had not done—— 

Mr. Purtuies. Wait a minute. I am not going to exhaust any more 
time. Maybe you ought to go back and work on this a little bit, if 
you will. Last year I asked the same question. You came up with a 
group of answers, listing names, few if any of which had help from 
the National Science Foundation. 

You say fellowships are a good idea. I am asking if the work of 
the National Science Foundation can give any evidence. 

Mr. Yates. You mean, research itself? The projects themselves? 

Mr. Puinures. I don’t care what kind of results. I will let them 
pick out their own field for saying what the results were. 

Beginning on page 780 of last year’s testimony it is stated : 

We get outstanding scientists who are recipients of National Science Foundation 
fellowships. 

Dr. WatTerMAN. I was giving general answers. I gave you one par- 
ticular one about this research about appetite. There are other cases 
like that that have come up in our program. Our annual report has a 
section on it. 

Mr. Yates. Why don’t you put it in the record, a list of what you 
consider the National Science Foundation has accomplished 

Mr. Puiuirs. I don’t think that will hurt at all. 

Mr. Yates. No matter what the length is, it would be of interest 
to those who read the hearings. 

(The material requested is as follows :) 


RESULTS OF SELECTED Basic ScIENTIFIC RESEARCH STUDIES SUPPORTED BY 
THE NATIONAL SCIENCE FOUNDATION 


Basic research investigations are conducted at the frontier of knowledge look- 
ing toward the unknown. While the results of such research frequently lead to 
breakthroughs of the greatest practical significance, there is no certain way to 
tell in advance where such breakthroughs are likely to occur nor in fact in most 
cases is it possible to recognize that such a breakthrough has occurred until long 
after the research is completed. 

The following items have been selected as typical examples of research projects 
that have been supported over the last 3 years by the National Science Founda- 
tion. The results recorded here appear to be of interest and perhaps of consider- 
able importance. This is hy no mvans an exhaustive selection, but the cases do 
represent the variety of research undertakings made possible through this pro- 
gram. 

The following excerpt from the January 1954 issue of Fortune magazine lists 
the 10 major breakthroughs in basic research during the year. A foundation 
grant, discussed under Arctic and High-Altitude Research, may have important 
results in connection with item 2 on the list, the discovery of a new cortical 
hormone, electrocortin. Item No. six, the production of amino acids, was the 
work of a National Science Foundation fellows. 


[Excerpt from Fortune magazine, January 1954], 
“WHat Dip RESEARCH Buy? 
“a LIST OF LAST YEAR'S BIG SCIENTIFIC BREAKTHROUGHS. 


“By Francis Bello 


“In the year just ended more money was spent on scientific research and de 
velopment than ever before. The United States alone spent about $4 billion, 
of which the Federal Government provided about $2.5 billion, and industry 
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nearly $1.5 billion. Where did all the money go and, more important, wha 
did it buy? . 

“As usual, most of the research money went into engineering and deyelop. 
ment, that is, into the exploitation of past scientific breakthroughs. It wen 
for example, into those areas discussed in Fortune’s 1953 technology articles: 
metallurgy (January, April), the transistor (March), atomic energy (June, 
July), the automatic factory (October), farm chemicals (November), an 
applications of information theory (December). 

“A small fraction, however, went into reconnoitering the scientific frontier. 
Such reconnaissance is seldom glamorous and scientists do not expect it to 
yield a discovery equivalent to atomic fission every year. Yet without pure 
research no sustained scientific progress would be possible. Here, therefore, js 
Fortune’s list of the major pioneering advances of 1953. 

“1, Synthesis of oxytocin—the postpituitary hormone that contracts the 
uterus and starts milk flow after childbirth—by Vincent du Vigneaud and aggo. 
ciates at Cornell University Medical College. This marked the first synthesis 
of a polypeptide hormone and climaxed a 21-year effort. 

“2. Discovery of a new cortical hormone, electrocortin, by a team of Swiss and 
British scientists. Electrocortin, which controls the body’s utilization of 
minerals, is thought to complete the list of essential hormones made by the 
adrenal cortex. Eventually electrocortin may rank in medical importance with 
another cortical hormone, cortisone. 

“3. Preliminary testing of the first vaccine designed to prevent all three 
types of polio. The vaccine was developed by Jonas E. Salk, of the University 
of Pittsburgh, and will be given to about half a million schoolchildren this year, 

“4. First proof that certain chemicals will kill cancer cells in a test tube 
without harming normal cells. The discovery, by Dr. John Biesele of the 
Sloan-Kettering Institute, opens up an important new line of attack on cancer. 

“5. Synthesis of common sugar (sucrose) by two young scientists, one Cana- 
dian, the other Swiss, working for the National Research Council of Canada. 
The synthetic presents no threat to natural sugar, but is noteworthy because 
the synthesis had long eluded many of the world’s greatest organic chemists, 

“6. Production of amino acids in a laboratory atmosphere similar to that which 
may have prevailed on earth before the existence of life. The experiment, con- 
ducted by Stanley L. Miller, of the University of Chicago, demonstrated that 
the essential building blocks of life may have been produced in relative abund- 
ance by discharges of lightning in a prehistoric atmosphere composed of water 
vapor, methane, ammonia, and hydrogen. ; 

“7. Decomposition of water into hydrogen and oxygen using only solar energy 
and catalysts. The process worked out by Lawrence J. Heidt of MIT, not only 
turns water into a fuel (hydrogen) but simultaneously provides the right 
amount of oxygen needed for its combustion, thus making possible (in theory) 
a closed cycle power system energized solely by sunlight. 

“8S. Creation of a strain of oats resistant to at least one of the most damaging 
rusts, among the most troublesome of crop diseases. The resistance was achieved 
by inserting oatseeds in the Brookhaven nuclear reactor, where neutron bom- 
bardment induced a favorable mutation. Heretofore, most induced mutations 
have been harmful to living organisms. 

“9. Development of a six-dimensional theory of the atomic nucleus by Abra- 
ham Pais of the Institute for Advanced Study in Princeton. The theory explains 
more of the puzzling features of the nucleus than previous theories. 

“10. Evidence that the atomic nucleus is not uniformly packed with particles, 
as widely believed, but that it is extremely dense at the core and cottony at 
the surface. This surprising conclusion was reached independently by physi- 
cists at Stanford University and Columbia University after probing the nucleus 
with the aid of powerful new particle accelerators.” 


CATTLE BLOAT 


Occasionally the results of basic research find almost immediate application 
in medicine, engineering, or agriculture. A case in point occurred in the 
Foundation-supported research of R. E. Hungate of the State College of Washing- 
ton, Pullman, who is studying the life cycle of bacteria in the stomach of the 
cow. During the course of his investigation Dr. Hungate found the microbial 
fermentation, releasing quantities of gas, was an important factor in the devel- 
opment of cattle bloat. This disorder occurs when eattle are fed on certain 
types of pasture, particularly Ladino clover which would otherwise be an ideal 
forage crop in many sections of the country. 
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Following this lead, Dr. Hungate in cooperation with investigators at Cornell 
tniversity and Mississippi State College, found that cattle bloat could be pre- 
vented by the administration of certain chemical agents at time of feeding which 
nhibit the fermentation process. The chemical agent, incidentally, is closely 
«llied to common detergents used for laundry purposes in the home. 


HIGH-ENERGY ACCELERATORS 


For the past quarter century, the most important tools of the experimental 
physicists have been particle accelerators, As these machines became larger and 
larger, scientists were able to obtain particles with ever-increasing energies. 
This led to such revolutionary findings as nuclear fission and the fusion or 
thermonuclear processes. As accelerators have become more and more powerful, 
however, their cost has gone up enormously. 

During the past year, a group of young theoretical physicists from several Mid- 
western universities, supported by a grant from the National Science Foundation, 
have developed a new type of accelerator that may enable future machines to be 
built with far greater intensity of accelerated particles at considerable savings 
in cost. The new accelerator, called the FFAG type, is known as a fixed field 
alternating-focusing gradient type. This high-voltage machine has a fixed mag- 
netic field rather than the pulsating field used in the most advanced existing 
accelerators. This feature permits a simplification in operation and enables 
much of the complicated electronics mechanism to be eliminated. 

The theoretical studies of the group have been so promising that the mem- 
bers are now building a model FFAG accelerator from an obsolescent machine 
at the University of Illinois. The scientists in the group are from the Universi- 
ties of Michigan, Illinois, Wisconsin, Minnesota, Purdue, Iowa, and Indiana. 
These universities have incorporated the group under the title “Midwestern 
Universities Researeh Association.” 


RADIO ASTRONOMY 


From the beginning of recorded history, the sky and the stars have served as 
a natural-scientific laboratory for men clever enough to use them. Apparently, 
the ancient Babylonians and Egyptians were the first men to use the stars for 
keeping time. Galileo, Copernicus, and Newton, used the solar system for labora- 
tory equipment in developing the theories of classical physics. Two hundred 
years later, more refined astronomical observations led Professor Einstein to 
challenge and modify the classical theories. With the development of spectro- 
scopie analysis, chemists turned their instruments to the stars and found new 
elements that were not found on earth until many years later. Theoretical 
physicists still depend upon cosmic radiation from the heavens for the most 
highly energized particles known, although they have only vague guesses as to 
how such particles are created or from where they come. 

The latest development in this historic partnership of stars and scientists is 
that of radio astronomy. Only a little more than 20 years ago, Karl G. Jansky 
of the Bell Telephone Laboratories found the first evidence that radio waves 
reach us from outer space. With the development of proper equipment, radio 
astronomers were able to detect and interpret radio signals from the sun and 
from the stars in as precise a fashion as they photograph light signals from 
ordinary telescopes. What is more, they are not only able to study visible stars 
With this new technique but they can detect radio signals given off by invisible 
gas and dust in interstellar space. For the first time, astronomers are able to 
describe the characteristics of the Milky Way, the galaxy to which our earth 
belongs, and within the next 2 years they will have a pretty good idea of the 
shape and size of the galaxy. Previously, the larger part of our galaxy was 
hidden from view because of enormous masses of interstellar dust, which like 
fog filled the space between the earth and the center of the galaxy. More accu- 
rate measurements of the quantity and density of interstellar gas may be ex- 
pected to have untold consequences on our present physical and cosmological 
theories. Research in radioastronomy also reveals much information on the 
physical phenomena of the upper atmospheres, which are of considerable impor- 
tance in ordinary communications. 

Radio astronomy is a field of research in which astronomers, physicists, and 
engineers can benefit by working together. Research in radio astronomy has 
important scientific values in the realm of pure astronomy and physics. More- 
over, it leads to development of new techniques of great practical value in such 
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eee engineering fields as noise suppression and antenna and tube devel. 
opment. i 

In undertaking to promote a greater United States effort in radio astronomy 
the Foundation brought together about 80 scientists to discuss the current 
status of this branch of science. (See Conferences in Support of Sciences, p 29 ) 
Subsequently the Foundation established an advisory panel on radio astronomy 
to assist in developing a national program. 

At Harvard University, where the radiation from interstellar hydrogen gaa 
was first detected in 1951, Bart J. Bok and Harold I. Ewen have built, with the 
aid of a Foundation grant and private support, a 24-foot radio telescope at the 
Agassiz station. It is now being used for a survey of the hydrogen clouds of 
the Milky Way. Radio waves from cosmic hydrogen are able to penetrate the 
cosmic gas of interstallar space, somewhat as radar is able to penetrate atmos. 
pheric clouds. Thus, radio radiation enables us to “see” parts of the Milky Way 
that could not be observed with optical telescopes. Correlation of radio and 
optical observations will permit estimates to be made of the temperatures inside 
dark nebulae and the ratio between gas and dust in interstellar space. 

John D. Kraus’ program at Ohio State involved the construction of specia| 
receiving antennas of novel design. With this low-cost equipment Kraus and 
his associates have studied the radiation from the remote parts of the Milky 
Way system and have further recorded radiation associated with distant groups 
of galaxies. 

The work at Cornell under C. R. Burrows is primarily concerned with solar 
research and with radio problems of the earth’s upper atmosphere. At Penn 
State, A. H. Waynick is conducting research on electronic instrumentation 
related to radio astronomy. 


BRAIN MAPPING AND BEHAVIOR 


Men have long known that the brain is closely associated with body function 
and behavior, but only within the past 50 years has this relationship been sub- 
jected to scientific examination. Early studies were concerned with locating 
areas of the brain which controlled muscular functions, such as the use of the 
arms, legs and lungs. Over the years, considerable sucess has been achieved in 
mapping areas of the brain which have most to do with these motor functions 
and with such functions as sight, smell and hearing. 

At present neuroanatomists and physiological psychologists are attempting to 
delve deeper into the fine structure of the brain to relate brain function with 
psychological behavior. They have probed into such deep-seated behavioral char- 
acteristics as sleep, memory, affection and other social manifestations. he 
National Science Foundation is supporting work in this area. H. E. Rosvold of 
the department of psychiatry, Yale University, is investigating brain functions 
in the behavior of the higher apes. A related project, but concerned with sensory 
functions, is supported under the direction of C. Pfaffman of the department of 
psychology, Brown University. W. S. McCulloch at Massachusetts Institute of 
Technology is working, at the present time, on transmission of brain signals in 
the central nervous system. 

While such research is of a fundamental nature, findings are almost immedi- 
ately of practical value to brain surgeons in assisting in the diagnosis and therapy 
of mental disorders resulting from damage or improper functioning of the brain. 


PHOTOSYNTHESIS 


Wolf Vishniac of Yale University is one of a group of biochemists trying to 
unravel the mystery of photosynthesis, the chemical process by which plants 
convert the energy of sunlight into energy-containing foods and fuels. In essence, 
the process turns low energy compounds such as water and carbon dioxide into 
high energy compounds such as sugar and cellulose. The radiant energy of 
light is transformed into stored chemical energy. Chlorophyll, the green color- 
ing material in plants, plays an important part in this energy transformation. 

For a long time scientists tried to design a laboratory model of the process. 
Several investigators, including Vishniac, had successfully converted a solution 
of organic compounds into compounds of higher energy in the presence of licht, 
but they could do it only when natural particles of plant material containing 
chlorophyll were added. During the past year, Dr. Vishniac with the support of 
the National Science Foundation has been able to duplicate essential features 
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{the process by exposing to sunlight a chemical solution to which pure chloro- 
byll was added. This development of a working model may be an important 
qrward step in research on photosynthesis. 

gy controlled modification of the conditions of the experiment biochemists can 
ww test and measure the effects of many hypotheses concerning the reaction. 
jt is now possible to visualize production line or continuous flow processes in 
hich high energy materials useful for food and fuel are created through the 
qction of sunlight. 


NUTRITION STUDIES 


The problem of human and animal feeding is enormously important both from 
the viewpoint of health and economics. Human obesity caused by overeating is 
yjown to be related to many types of heart disease, including coronary throm- 
wsis. On the other hand, loss of appetite and inability to eat can result in 
ytual starvation, even where ample food is present and available. This condi- 
tion, Known as anarexia nervosa, has been very difficult to treat and has required 
frced or intervenous feeding. Animal nutritionists have known for many years 
that the removal of the pituitary gland decreases the appetite and that in such 
4ses it can be restored to normal by the use of pituitary hormones. Within 
ment months, however, John R. Brobeck, of the University of Pennsylvania, 
wrking under a Foundation grant, traced this reaction one step further back. 
Dr. Brobeck found that a specific center of the hypothalamus, an organ in the 
wad close to the pituitary gland, has a far greater effect on the appetite. 

When Brobeck injured or cauterized the center of the hypothalamus, animals 
# treated developed enormous appetites. They had the desire to eat contin- 
wusly and put on weight rapidly. Dr. Brobeck also found that if the hypo- 
thilamus is injured a fraction of an inch on either side of the center, the animal 
villimmediately lose his appetite completely. 

At the present time scientists do not know whether the effect noted by Dr. 

Brobeck is caused by a disturbance of the hormone equilibrium, possibly through 
the pituitary gland, or whether it is a nervous or brain reaction. The research 
othis point is continuing. In any event, the findings are of considerable prac- 

tical interest to animal nutritionists searching for better ways to fatten meat 
uimals for market, to physicians in treating obesity and anarexia nervosa, and 
pediatricians in dealing with certain problems in infant nutrition. 


MACHINE METHODS FOR NONNUMERICAL INFORMATION 


One of the outstanding advances in the methodology of science during the past 
iecade has been the development and utilization of high-speed electronic com- 
yuters for the solution of complicated physical and statistical problems. For 
aample, the existence of such computers has greatly improved the accuracy 
ud precision of weather forecasting. The factors that cause weather have 
“en known for many years but before modern computers were available, mete- 
rologists were unable to correlate and manipulate the mass of observations in 
ime to make forecasts. By the time they had solved the problem, the weather 
lad come and gone. 

Unfortunately, machine methods are not available for dealing with non- 
mmerical information although there is much interest in the possibility and 
its value is clear. The United States Patent Office, for example, within the past 
wo months established an ad hoc panel under the chairmanship of Vannevar 
Bush to consider how patent classification and searching can be mechanized. <A 
amilar problem of handling large masses of nonnumerical information occurs 
nthe preparation of a standard procurement catalog for the Defense Depart- 
ment. If this problem could be done by machine, there is no question that savings 

aay hundreds of thousands of dollars a year would be achieved by simplifi- 
ation of specifications and consolidation of identical procurement items now 
eae d under many headings. 

Similar situations arise in making intelligence evaluations from scattered bits 
tad pieces of information and in searching the published literature for references 
rtinent to a particular scientific, economic, or historical research problem. 
At the present time, the principal limitation does not appear to lie in the design 
Ss lectronie ¢ ircuitry for storing and retrieving information. Circuits developed 
“t bumerical calculation can be quickly adapted to nonnumerical information. 
“Se principal drawback is our inability to get the information on the machine 
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in the first place without an inordinate expenditure of time and labor. The gp), 
tion to this problem will involve far greater basic understanding of langnag 
both from the standpoint of words and their meanings and the standpoint ¢ 
Syntax and linguistic relationships. Modern logic and the abstract concepts ¢ 
modern mathematics must also be developed. It seems necessary to devel 
more adequate theories of sets, theories of symbols, and theories of scaling 
measurement for nonnumerical factors. . 

The Foundation is supporting two interesting projects in this area. The firs 
is a study by Rudolph Carnap, a mathematician and logician from the University 
of Chicago, who is attempting to develop formal theories of language with par 
ticular emphasis upon providing a linguistic metric or scale based upon prot 
ability concepts. The second project is under the direction of V. H. Yngye » 
the Massachusetts Institute of Technology who is investigating the basic prol 
lems involved in mechanical translation. It seems quite clear that if it is pos 
sible to translate from one language to another, it will be possible to manipulate 
language with sufficient flexibility for machine purposes. Dr. Yngve and hj 
coworkers are particularly interested in the study of the syntactical structura 
of various languages. 


Hi 


an 


PLANT GENETICS 


The remarkable success of geneticists in producing better strains of food plants 
has encouraged many other studies along the same line. Success has been lim 
ited, however, by the difficulty in producing true breeding strains through many 
generations of inbreeding. 

Recently, O. T. Morgan and R. D. Rappleye of the University of Marylan 
have found a new and highly original approach to the problem out of basic r 
search supported by the Foundation. 

Normally an embryo in a seed is produced by the union of a male and a female 
germ cell. Occasionally, however, multiple embryos occur, and some of them 
known as haploids, are of special interest to plant geneticists. Haploid seedlings 
contain only one of each type of chromosome, whereas normal embryos contain 
pairs of each. Normal haploid plants do not reproduce. Scientists, however 
are able to double the number of chromosomes in such a plant, thereby restoring 
the normal diploid number and the ability to reproduce. In such plants both 
members of each pair of chromosomes are identical and the plants will produce 
genetically uniform lines. This method is far more rapid and produces more 
uniform lines than the conventional method of long, continued inbreeding. 

Morgan and Rappleye found that the production of haploid embryos can be 
greatly increased by subjecting the pollen to irradiation by X-ray. Radiation 
may thus be a new tool of great potential value to the plant breeder. They are 
now studying the process to find out how it occurs and to what extent it can be 
controlled. 


AND HIGH ALTITUDE ARCTIC RESEARCH 


The northern polar region has in the last three decades become increasingly 
important in terms of the strategic defense of the United States. Unfortunately 
because of its remoteness and the extreme conditions of the Arctic, little is known 
about the resources of the continent or about the factors necessary to survival 
Within the last decade, however, scientists under Government encouragemen 
have begun to take an active interest in Arctic research, but the work of American 
scientists in the area is still negligible when it is considered that Russia has 
established nearly 100 stations along its northern frontier. 

As a first step, American scientists are seeking to gather data on life in these 
extremely cold climates. What are the conditions of survival? How is the plan 
life affected by areas of glaciation and permafrost? From a practical standpoint, 
such information will be of ultimate value to the existence of humans stationed 
in the area. 

Scientists also have more abstract interest in the flora of the extreme nortl. 
In these vast areas of desolation and cold, there exist unique plant specilens 
which not only give important information on how life goes on under such condi: 
tions but also suggest how new plant species may develop. In some cases, the 
northern flora reveal themselves as the natural links in the evolution of moder 
plants. The Arctic then may be considered as a large and relatively unused ¢0! 
laboratory from which we may learn both the facts of survival and the history 
of life. 
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The Foundation is presently supporting several scientists in making systematic 
he soly sudies of northern plant life. G. W. Prescott of Michigan State College hopes 
Lguagdll ¢p find the relation of certain Arctic algae to glaciation. It is of interest to note 
0int 9 tbat these plants are definitely related to mountain plants extending as — 
epts off uth as the equator. From such studies, Dr. Prescott may unravel some of the 
develoy mysteries of plant evolution in the Western Hemisphere. , 
ing ang William C. Steere of Stanford University, with joint support from the Foun- 

jation and the Office of Naval Research, carried out a pioneering study in the 
‘he firs dassification and genetics of Arctic mosses, the principal foodstuff of the musk 
iversitylm yy aud reindeer and in emergency situations of man. ; “ 
ith par National Science Foundation support of the California Himalaya expedition 
ND pro eyabled Dr. Nello Pace, physiologist at the University of California, to study 
ngve 0 ibe physiological reactions of the men in the expedition under severe condi- 
ie prol tions of cold and altitude. The physiological tests consisted of studies of the 


iS pos blood pressure, the change in the red and white cells in the blood, the deter- 
Lipulat@lim ination of breath holding time, and a simple work capacity test—ability to 
and hi yerform physical work. These physiological tests showed that the acclimatiza- 
ructurg tion process is made up of a number of independent functions. These func- 


tions appear to become completely adapted to the altitude at different periods 

of time. There are circulatory and respiratory adjustments and modification 

in the formation of the various elements of the blood. Adaptation seemed to go 
1 plant along independently, but was related to the total acclimatization picture. In 
en lim part, these findings substantiated work of previous observers, but in part there 
h many were some new findings which had not been observed before—specifically, a 
change in the diastolic blood pressure which increased during the exposure to 
altitude and remained elevated for the entire stay in the altitude. 

In addition to this type of direct physiological observation, blood and urine 
secimens were also obtained at frequent intervals and dispatched by runner 
female and by air to Berkeley for analysis. The principal studies carried out on these 
them specimens were for the purpose of assessing the role of adrenal cortex in 
edlings awcimatization. Dr. Pace found evidence that the adrenal cortex functions 
contain in two Ways—the metabolic function is separate from the electrolyte control 
ywever function. Specifically, the electrolyte control in men at altitude is drastically 
storing altered, Whereas carbohydrate and protein metabolism appeared to be relatively 



















irylan 
asic re 


ts both little affected. This finding is related to the recent discovery of a new factor 
roduce from the cortex known as electrocortin. It seems that under the environmental 
S more conditions of the test electrocortin function is changed whereas the other cortical 
E function, as indicated by compound F excretion, is unchanged. 
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Dr. Bronx. Off the record. 
(Discussion off the record.) 
Dr. SuNpERLIN. In connection with Mr. Phillips’ question, I think 
there is at least a partial answer in our fourth annual report (p. 40). 
Mr. Puuurs. I have that at home. I have a little table by my easy 
' chair, but I have not been able to open it up yet. 
sit «Mr. Tuomas. Off the record. 
know (Discussion off the record.) 
rvival 


zement INCREASE IN ANNUAL APPROPRIATIONS 
erica 
ia ha Mr. Osterrac. As I understand it, your agency is a reasonably new 


1 thesegamg Oe and you have advanced considerably, that is, budgetwise from its 
e plang ception up tonow. With the 1953 appropriation amounting to about 
Apointa $4.500,000, then the 1954 budget amounted to $8 million, and during the 


tion“ current fiscal year you have about $14 million available, is that right. 


north. Dr. WaTeRMAN. Twelve and a quarter. 

eimen: Mr. Osrertaa. $12,250,000 was actually appropriated; is that the 
gr correct, amount ? 

oderng ©=Dt. Waverman. Yes. 

1d col Mr. Ostertac. How about your unexpended balance as of the first of 
ristoryfam the year ? 
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Mr. Sueprarp. We carried over into this year roughly $400,000, 

Mr. Ostertac. That was unobligated at the beginning of this fiscal 
year? 

Mr. Suerrarp. Most of it was held over for a specific purpose, to 
carry out the national science policy studies, about $400,000. 

Dr. WATERMAN. $407,722 was the exact figure. 

Mr. Osrerrac. T here has been an increase each year; from $4 
million in one year, to $8 million the next year, $1214 million the next 
year, and now your budget request is for $20 million, which is an in- 
crease of $8 million approximately. 

As I understand it, you are decreasing your policy studies some 
$13,000. and the Se ientific Information E xchange is being reduced 
some $16,000. There are increases in several categories of ‘activities, 
notably in support of research to the tune of approximately $5 million, 
Specifically,. is that basic research for educational purposes? 

Dr. Waterman. This is really for the progress of science, that is, 
you are getting on with results of basic science. A byproduct is the 
training of graduate students, to be sure. 

Mr. Ostertaa. Is it for the education of scientists or for research on 
the part of scientists? 

Dr. WarerMAN. Research on the part of scientists. 

Mr. Osrerrac. One of my colleagues here raised the question about 
the nnumber of scientists that you had on your staff or within your 
organization. I think the answer was that this new money would 
plav an important role in rounding out your program by the use of 
additional scientists within your organization; am I correct in that 
ass" mption ? 

Dr. Waterman. We need a few additional ones to complete the 
pictre. 

Mr. Ostertac. Does the increase of some $7 million account for the 
organizational end of it or is it for grants to other institutions? 

Dr. Waterman. That is the grant program. The staff could handle 
within reason almost any program of support. All we need is the 
prover key scientists in the fields represented. 

Mr. Osrerrac. Will you for the benefit of the record indicate the 
number of additional scientists to be made a part of the organization! 

Dr. Waterman. I believe that number 

Mr. Ostrertac. Whatever the estimate is. 

Mr. Sueprarp. It is a net increase of 12 people for the two science 
divisions—put it this way—they are all scientists but 2. Ten will be 
scientists. 





COORDINATION OF GOVERNMENT RESEARCH 


Mr. OsrertaG. In connection with this whole question of our edu- 
cational institutions and the relationship of Government research to 
them, do you have any records or information which will indicate the 
amount of money the United States Government is spending for 
research through the means of private and other educational 
institutions ? 

Dr. WarerMan. You mean, grants or contracts made to—— 

Mr. Osterrac. Yes. 

Dr. Waterman. Yes. This is part of our study of Federal funds 
for science. It is something of the order of $280 million for all research 
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and development in nonprofit institutions. At the present time that 
isthe level each year. It is more than basic research. 

Mr. Osterrac. Are you people attempting to coordinate and advise 
the appropriate agencies as to a balanced program in research on the 
part of the Government? I mean, does one hand know what the other 
hand is doing in Government with regard to our research require- 
ments ? 

Dr. WATERMAN. In basic research we do consult with them and they 
with us. We are really a center for the coordination of basic research. 

Mr. Ostertac. Yet if I understand correctly, the National Science 
Foundation does not have at its disposal classified research— 

Dr. WATERMAN. Weare not prevented from—— 

Mr. Osrerrac. Information relating to classified information ? 

Dr. WATERMAN. Basic research is very seldom classified. That is 
why we are not particularly involved. The basic research in all the 
agencies is pretty sure to be unclassified research, too. 

Mr. Osrertrac. The minute it leaves the basic category you lose 
track of it or have no knowledge of supervision over it, is that 
correct ¢ 

Dr. WarrrmMan. As an organization we would ordinarily not be 
particularly involved. Individual members of our staff might be 
heeause of course we are cleared for security information about 
science. Individually we do have contact with classified information. 

Mr. Osterrac. There are many things done under the name of re- 
search. I am sure that every Member of Congress recognizes the con- 
tinuing need for research, in fact we applaud the developments that 
have taken place. However, I do think that a certain amount of fear 
las been engendered into the whole consideration of science and re- 
search because of the tenseness of the world situation today and the 
relationship of scientific development and research to it. 

I hope we do not lose our perspective in this whole picture and lead 
from fear. I think science and research are both essential to the well- 
being of our country and the progress of our country. 

Mention has been made of Russia in our discussion here today, 
particularly with reference to their science activity. Are we to assume 
that Russia is ahead of the United States and other countries of the 
world in economic developments of one kind or another, and, if so, 
is that reflected in their standard of living and their way of life? 

Dr. WarerMAN. We would not be authorities on the economic state 
of Russia. We do not have that responsibility. We do know some- 
thing of their activities in science but not their economic picture. 
This goes beyond our cognizance. 

Mr. Osrertac. How can you know what science has developed with- 
out knowing its application and effect ? 

Dr. Waterman. We know what our own basic science leaders think 
of the quality of the basic science which Russia is doing. Then, of 
course, 1t is fairly common knowledge what Russia has been able to 
do with applications such as jet planes, and things of that sort. This 
is not our particular area of interest. Ours is the basic science side. 

Mr. Osrertac. Do you have your own intelligence or do you depend 
on the intelligence of other agencies ? 

Dr. Waterman. Other agencies. 
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Mr. Ostrertag. They cooperate with you and you cooperate with 
them ? 

Dr. WATERMAN. Yes. 

Mr. THomas. What is the illiteracy rate, Mr. Ostertag, in Russia! 
Ten in 1,000? Fifty or 100? 

Mr. Puitures. It was 90 percent illiterate at the time of the revoly. 
tion, and it had advanced to 20 percent illiterate by the early 1930s, 
| was under the impression, on the basis of unconfirmed reports, that 
it had gotten up to not more than 20 percent illiterate. 

Mr. Tuomas. Aren’t they considered to have the highest rate of 
illiteracy in Europe now ? 

Mr. Putiiies. You are now getting into a field of scientific know!- 
edge. Only the people the U.S. 8S. R. designates get sent to a scientific 
school. It is not based on the mental ability always. It is political, 

Mr. Osrertac. It would seem to me that if the Communists are 
ahead of us in a scientific way, their development. would lend them- 
relves to economic betterment and better standards of living within 
the country. From reports that we are getting today, even within 
the last 48 hours, it has been pointed out that a part of the reasons for 
the change in the regime in Russia has been due partly to unstable 
economic conditions. 

If all that is true, then it would seem to me we are abreast or ahead 
of Russia in developments. 

Mr. Puitiies. That was primarily agricultural. I had lunch on 
Monday with our agricultural attaché from Moscow without any 
knowledge, that this change in the U. S. S. R. was going to break 
that night, either on his part or mine. He had said that the Russian 
5-year plan on agriculture was supposed to increase their food pro- 
duction 50-percent. He said, by observaticn, it looked like it would 
be 7 or 8 or perhaps 10 percent and not 50. This was a rather startling 
thing to me when Malenkov resigned on the basis that he was guilty 
of failure to increase agriculture production. 


FELLOWSHIP PROGRAM 


Mr. Tuomas. Mr. Reporter, I think there is one piece of informa- 
tion that we failed to put in the record. Will you insert pages 57 
and 58, which shows that for the fiscal year 1955 you had 736 fellow- 
ships granted and that you are requesting 890, an increase of 154 for 
1956. 'The interesting thing to me about it that out of your 736 that 
vou sent to school in fiseal 1955 vou had 3,325 applications or about 
414 applications for every one you sent to school. Is that your total 
and correct figure ? 

Dr. Waterman. That is correct. 

Mr. Tomas. That information is found on page 58. It looks to 
me like your number of inquiries would be far in excess of 414 to 1. 

(The justifications referred to are as follows :) 


PROGRAM FOR ACCOMPLISHING OBJECTIVES 


Graduate fellowship program, $2,423,000 


In order to achieve the above objectives the Foundation has since fiscal year 
1952 provided fellowship support to selected predoctoral and postdoctoral 
students in sicentific fields. In the academic year 1954-55, 736 such fellowships 
were granted (see table on folowing page) ; 683 of those who were awarded fel- 
lowships are presently receiving fellowship support. In fiscal years 1955 and 
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1056 it is planned to continue this program at slightly higher levels with a total 
of $40 fellowships in the regular postdoctoral and predoctoral programs in 1956. 
A comparison of the program for 1954, 1955 and 1956 is as follows: 


—_—_ 


1954 actual 1955 estimate 1956 estimate 





Number of | Number of | Number of 








| 
\fellowships; “™0UNt | fepowships| 4™°UPt | fellowships Amount 
RE R taNel ual Pe oteracee 
Predoctoral...---------------- 640 | $1, 510, 782 | 715 | $1, 658, 000 | 740 | $1,721,000 
Postdoctoral: 
Regular. .----------------- 60 | 216, 196 60 | 266, 000 | 100 | 427, 000 
SNE costsendeccemeneetosbe - -+-----]---------- 50 275, 000 
Deleh. nsciemaineccosviens 700 | 1,726,978 775 | 1, 924, 000 | 890 | 2, 423, 000 
| 





Quality and accomplishments of National Science Foundation fellows.—It is 
yet too early to determine the total value of the fellowship program to the Na- 
tion since the academic year ending June 1954 was only the second year of the 
program, and therefore the majority of fellows are either still in school or have 
just completed their training. However, on the basis of reports from science 
advisers under whom the fellows studied, it is evident that National Science 
Foundation fellows have done extremely well. In fact one National Science 
Foundation fellow is credited in a recent article in Fortune with accomplishing 
1 of the 10 major discoveries in basic research in the past year. The program 
is making a highly significant contribution to the training of these highly quali- 
fied individuals who may be expected to assume positions of leadership in the 
future. 

Applications received and fellowships awarded, academic year 1954-55 (by field of 
science) 


I] 

















— Fellow- || tei Fellow- 
Field | Applica-| “ship || Field | Applica-| “ ship 
| awards | tions awards 
Life sciences: Physical sciences: 
Agriculture _. 52 11 || Astronomy : | 24 9 
Anthropology_.... .---- 1] 4 Chemistry _--- 757 17! 
Biochemistry... - a 206 41 || Earth sciences- , 137 33 
Biophvsies_ _ _- 31 14 Engineering sciences __- 357 92 
Botany -- ‘ : 115 25 || Mathematical sciences___ | 306 72 
General biology - - - es 21 1 Physics-_____ -- outs 604 146 
Geneties_.. - ‘ 68 11 — A 
Medical sciences_......-.-| 87 i Subtotal, physical | 
Microbiology. i 132 24 sciences... . ‘ 2, 185 523 
Psychology .........--.- 130 27 | 
Zoology .....--.--- 287 41 | | 3, 825 736 
Subtotal, life sciences -_- 1,140 213 


Dr. Warerman. There has been a natural selection there, Mr. 
Chairman. The total number of applications has not markedly in- 
creased, but there has evidently been a selection at the source. The 
universities have found they are not going to get 1 in 4 to succeed. 

Mr. Toomas. Who does the selecting ? 

Dr. WarerMAN. The graduate schools that encourage students to 
apply are apparently discouraging all but the best. 

Mr. Tuomas. How do you select them, by States or schools? Do 
you allocate 5 men in 1 State, Rhode Island, or how do you do it? 
If you have 10 applicants, who will grade the papers? Who will 
select them ? 

Dr. Waterman. We have a series of panels for selection. This is 
done under the National Academy of Sciences. 

> Tuomas. Is it by written examination or on the record of the 
student ? 
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Dr. WatTerMAN. Both; an examination on achievement and on apti. 
tude, and the applicant’s record. . 

Mr. Tuomas. I wonder if you gentlemen will be good enough x 
this point to insert in the record a list of the schools where the fellow. 
ships are paid for, and some indication as to the number of the schoo 
and some indication as to the subjects pursued, and follow that with , 
table showing the schools and the amount of dollars and cents paid 
each one, and some indication as to the amount of the subject of the 
research where you have your research contracts with the school, 
Will you do that? 

(The material referred to is as follows :) 


Bastc ResEARCH GRANTS AWARDED BY THE NATIONAL SCIENCE FOUNDATION 1 
UNIVERSITIES AND OTHER NONPROFIT INSTITUTIONS DURING FIscAL YEAR 1954 


The list set forth below gives the number and amount of basic research grants 
made by the National Science Foundation to universities and other nonprofit 
institutions during fiscal year 1954. The information is presented by State. 
institution, and field of science. More detailed information can be obtained for 
each grant, such as the title or amount of specific grants, by referring to pages 
72 to 89 of the fourth annual report of the National Science Foundation. The 
grants are listed in the annual report first by field of science and secondly by 
institution. 

The amounts for the grants listed below are the total amounts even though 
the grants may extend for more than 1 year. The average life of the grants 
awarded in fiscal year 1954 is approximately 2 years. 





Num- | Num 
ber of | Amount ber of |'Amount 
grants grants 


ALABAMA University of California (Berke- 
ley, Davis, Los Angeles): 
Alabama Polytechnic Institute: ,; Chemistry 
Genetic biology $18, 000 Developmental biology 
Mathematical sciences_ -- "8, 900 Earth sciences 
—— — Engineering sciences 
Total, Alabama Polytech- Genetic biology 
nic Institute ‘ 26, 900 Molecular biology - 
= Se Physies 
University of Alabama: Psychohiology 
Molecular biology- 13, 000 Regulatory biology 
Physics_- |} 14,300 Systematic biology. . 


Total, University of Ala- Total, University of Cali- 
bama..-- ‘ 2 27, fornia 


Total, State of Ala- Kaiser Foundation: Regulatory 


biology- — er 
: : === || Rancho Santa Ana _ Botanical 
ARIZONA Garden: Genetic biology - - - 
| Sierra Club (California Himala- 
University of Arizona: | yan Expedition Committee): 
Engineering sciences_--. | General. --.-- sah bec iia 
Enrivonmental biology 


bama..- 


———_|——_———— |, University of Southern California: ; 
Total, University of Ari- | Chemistry akan 1 6, 300 
zona-. eS : Psyonology.......-.-. ? 1 9, 400 


Total, State of Arizona a Total, University of South- ; 
<==} ern California --_- 15, 10 
CALIFORNIA | Stanford University: Environ- ‘ 
| il! mental biology. .--.-----...---- 7, 100 
California Institute of Technol- | =| 
ogy: Regulatory biology --------| 8, ! Total, State of California__- 21 | 263, 100 
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Num- 
ber of 
grants 


Amount 


COLORADO 


jorado Agricultural and Me- 
hanical Cone Engineering | 
seienceS.------- <a vs i] $12, 500 
‘niversity of Colorado: 
Chemistry 
Deve lopmental er. 
Physics ‘ 


Total, University of Colo- 
1600. 6.<-- oe : 
ra Altitude Observatory: | 
Earth sciences....--------- _10, 000 
Total, State of Colorado- --- 
CONNECTICUT 
University of Connecticut: | 
Physics - - 


Yale University: 
\stronomy 
Chemistry eee 
Molecular biology 
Physics 
Psychobiology 
Regulatory biology 
Systematic biology - - - 


30, 200 
1, 700 


Total, Yale University 92, 950 
Total, State of Connecticut- 
DELAWARE 
University of Delaware: 
( ‘hemistry 
Engineering sciences _ 


Total, 
ware 


9, 000 


University of Dela- 
_19, 000 


19, 000 


Total, State of Delaware _ - 


FLORIDA 


Florida State University: 
Developmental biology 
Psychobiology~-_- 


Total, Florida State Uni- | 
versity 


8, 100 
7, 000 


15, 100 


University of Florida: | 
Astronomy 1, 200 
Chemistry _ - 6, 500 

ie bi : | 5, 200 


12, 900 


Total, University of Florida. | 3 | 


University of Miami: 
Earth sciences 3, 300 


11, 600 

Total, University of Miami-_ ) 

Total, State of Florida ..- 
GEORGIA 


po University: Develop- 
ental biology 
Emory University: 
Environmental biology 
Regulatory biology. - 





Tota!, Emory University- 1, 300 


10, 000 


| University of Idaho: 


41, 700 } 


| Chicago 


| Roosevelt College: 


Num- 


ber of 


Amount 


grants 


Georgia Institute of Technology: 
Chemistry 
Engineering sciences 
Total, Georgia Institute of 


Technology 
University of Georgia: General 
Total, State of Georgia-_- 

IDAHO 


Systematic 
biology 


Total, State of Idaho-_- 
ILLINOIS 
Natural History Mu- 
Systematic biology - - 


Medical School: Mo- 
lecular biology 


Chicago 
seum: 


| University of Chicago: 


Astronomy 

Earth sciences 

General 

Molecular biology - 

Physics - 

of Chi- 


Total, University 


cago 


Illinois Institute of Technology: 
Chemistry - 
Mathematical sciences 


Total, Dlinois Institute of 
Technology. 


University of Iinois: 
Astronomy 
Chemistry. 
Earth sciences 
Engineering sciences 
General. -_- 
Molecular biology. 
Physics - 
Total, University of Dlinois 


Monmouth College: Chemistry - - 
Northwestern University: 
Astronomy 
Engineering sciences 
Mathematical sciences 
Physies_ - - 
Psychobiology. 
Regulatory biology 
Total, Northwestern Uni- 
versity - _- 
Systematic bi- 
ology 


Total, State of Tllinois_ 


INDIANA 


Indiana University: 
Astronomy : 
Regulatory biology 
Total, Indiana University 
University of Notre Dame: 
Chemistry 


| Purdue University: 


Engineering sciences 
Genetic biology ‘ 
Mathematical sciences _- 
Physies - - - ‘ i 


Total, Purdue U Cabvenstie. 


5, 200 


24, 000 
7, 000 


41, 000 


11,400 
51, 700 
11, 800 
13, 500 
, 500 
, 000 
, 000 


1 
1: 


10° U6, 900 


5, 000 


6, 500 
15, 000 
6, 800 
11,100 
9, 000 
9, 000 


57, 400 
1 8, 400 


28 | 


351, 900 


5, 000 
14, 000 


~~ 19, 000 


6, 100 


14, 000 
18, 400 
12, 000 
6, 000 


50, 400 





Num- 
ber of 


Wabash College: Regulatory bi- 


IOWA 


8t. Ambrose College: Develop- 
mental biology , 

Grinnell College: Dev elopmental 
biology | 


State University of Iowa: 
Developmental biology 
Engineering sciences -_--_-- 
Molecular biology 
PEFGRODIOINSY ... ....-.-.----~ 


Total, State University of 


KANSAS 


Kansas State College: Engineer- 
ing sciences_ ; 

University of Kansas: ‘Regulatory 
biology | 


Total, State of Kansas 
KENTUCKY 


University of Kentucky: Engi- | 
neering sciences_..........----.- 
University of Louisville: Chem- 


Total, State of Kentucky--- 
LOUISIANA 


Louisiana State University: 
Astronomy 
Engineering sciences 
Physics-- 


Total, Louisiana State 

University 
Tulane University: 
biology 


Systematic 


Total, State of Louisiana--- 
| 
MAINE 


Bowdoin college: Physics_.....--- 
Mount Desert Island Biological | 
Laboratory: General 


Total, State of Maine-.--. -- 
MARYLAND 


Johns Hopkins University: 
Engineering sciences... ....- | 
Molecular biology -- ------ 
Physics._-.-- Se eee oe te 
Psy chobiology. 

Total, Johns Hopkins Uni- 
versity 

University of Maryland: 
Cle ea aad Riaieebts 
Rie con ee 


Total, University of { Mary - 
land. 


Total, State of Mary rant 33 


' 











Amount 


40. 160 


9, 000 | 
33, 000 
6, 000 || 
9, 800 || 











| - 

| Num- 

| ber of 
grants 

| = 


MASSACHUSETTS 


Boston University: 
RN so eee | 
Psychobiology ----- 


Total, Boston University___| 
Brandeis University: Chemistry. 


Harvard University: 
EG 5.9 Sinimonauanues 
Genetic biology___-_-_- 
Molecular biology 


Total, Harvard University. 
Massachusetts General Hospital: 
Regulatory biology -__--_.._- 


Massachusetts Institute of Tech- | 
nology: | 
Chemistry L 
Engineering scie nees...____- 


Total, Massachusetts Insti- 
tute of Technology - - - 


Mount Holyoke College: 
Astronomy 
Chemistry 
Psychobiology--.---- 


Total, Mount Holyoke Col- 
Sai eee tan 


|| Smith College: Genetic sop | 
Tufts College: 


Chemistry 


Woods Hole Oceanographic Insti- | 
tution: 
Molecular biology 
Regulatory biology 
Systematic biology--------- J 


Total, Woods Hole Ocean- 
ographic Institution 
Worcester Foundation for Ex- 
perimental Biology: Regulatory 


Total, State of Massachu- 


MICHIGAN 


University of Detroit: 
Engineering sciences.........-} 
Genetic biology 


Total, University of De- | 
i itecptitrinabsidnsacaen | 


Michigan State College: 
Environmental biology 


Regulatory biology 
Systematic biology 


Total, Michigan State Col- | 


University of aon 
Astronomy- eit tatiana 
ET OTS wasn 
Mathematical sciences._----.--! 
Molecular biology 


Total, University of Michi- 








Amount 


mount 


& OW 
8, 50 
12, HF 


29, 40) 


2n), 0) 


Wayne University: 
‘arth sciences 
Mathematical sciences. .-.---.- 
Total, Wayne University __-| 
Total, State of Michigan---| 
MINNESOTA 


Macalester College: Developmen- 
tal biology 


University of Minnesota: 
Engineering sciences__......-.- 
Physics 
Systems atic biology 
General . ..cncccnewdneseenadaen 


Total, University of Min- 
DONA ca camawanninsennh 


Total, State of Minnesota. - 


' 


MISSISSIF FI 





Mi ssissippi State College: Engi- 
neering sciences pe 

Uni versity of Mississippi: Chem- 
istry 


Total, State of Mississippi -| 
MISSOURI 


Missouri Botanical Garden: Ge- 

netic biology See Sei 
University of Missouri: Psycho- | 
biology 

St. Louis University: 

mental biology 


Washington University: 
Chemistry 
Earth sciences..............- 
Genetic biology 
Molecular biology 
Regulatory nee 
General sas d 


Tota il, Washington Univer- | 


Total, State of Missouri- -- 
MONTANA 


Montana School of Mines: Engi- | 
neering seciences_..- 

Montana State C ollege: Molecu- 
lar t biolog zy 


Total, State of Montana 
NEBRASKA 


University of Nebraska: 
Earth sciences_.- 
Molecular biology 
Physics 


Total, State of Nebraska--_|_ 


NEW HAMPSHIRE 
University of New Hampshire: 
Systematic biology 


Total, State of New Hamp- | 
shire | 





| Amount 





19, 000 


, 500 


, 700 


11, 500 





48, 500 
6, 900 


#7 _ 106, 100 


10 | 138, 000 


13, 000 


| 


20, 500 
10, 000 








| University of New Mexico: | 


8, 400 | 


3, 500 | 


18, 000 | 


22, 000 \ 


38, 000 i] 
| New York University: 


4, 400 | 


| 

. Num- | 
ber of | Amount 

| grants 


| 
NEW JERSEY 


Institute for Advanced Study: 
Mathematical sciences 


| Princeton University: 


Astronomy - 

Earth sciences 
Mathematical sciences 
Molecular biology 
Psychobiology ‘ 
Regulatory biology - -- , : 35, 700 


Total, Princeton Univer- 
sity.... me ; 116, 800 
Rutgers University: Psychobiol- 
9, , 500 


Total, State of New Jersey 
NEW MEXICO 


New Mexico Highlands Univer- 
sity: Systematic biology 


Pitre dacidtacan 


Total, State of New Mexico ‘ 12, 350 
NEW YORK 


American Museum of Natural | 
History: 
Earth sciences. - eae 3, 100 
Psychobiology 16, 500 





Total, American Museum 
of Natural History -_ -- 2} 19,600 


Columbia University: 
Onemistry...-..... ate 13, 300 
Earth sciences ----- eae 3} 45,000 
Mathematical sciences. -__----- 5, 700 
Physics-.---- athens 11, 300 
Regulatory biology =| 9, 300 

Total, Columbia Univer- 
STF ions sc ncota weaned dice $4, 600 


Cornell University: 
Molecular biology . : 15, 500 
Physics 15, 000 


Total, Cornell University 
Fordham University: Molecular | 
I iiiniuima cated ine leis 21, 000 


"|| biobee Laboratories: Regula- 


tory biology : 9, 000 
College of New ‘Rochelle: “ Syste- 

matie biology -- -- ‘ 
New York Botanical Garden: 

Systematic biology 


Engineering sciences... oa 2 

Molecular biology -..-....-.--| 1| 18,000 
Physics-- ints camieenk 1 | 7, 200 
Psy chobiology-_-- 1} 14,100 

Total, New York Univer- 
sity | 5 52, 300 

Paleontological Research Institu- 
tion: Earth sciences___-- zr 1 5, 200 

Polytechnic Institute of Brook- 
lyn: Engineering sciences | | 3, 500 


| Pratt Institute: Engineering | 


sciences cote | 10,000 
Queens College: Mathematical 
eeteneeh.s.............- 7, 700 
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Num- | 


ber of | Amount 


| grants; 


Rensselaer Polytechnic Institute: | 
Chemistry 
Engineering sciences 
Physics___. 


Total, Rensselaer 
technic Institute 


Poly- 


University of Rochester: 
Genetic biology 
Regulatory biology 


Total, University of Roch- 
ester 


St. John’s University: 
tory biology —- 


Regula- 


State University of New York: 
Chemistry 
Systematic biology 


Total, State University of 
New York 


Syracuse 
biology -- 


University: 


Vassar College: Environmental 


biology -.- 
Total, State of New York. 
NORTH CAROLINA 


Duke University: 
Physics 
Psychobiology 
Systematic biology 
General 


Total, Duke University-. 


North Carolina State College: 
Engineering sciences _-_- 


University of North Carolina: 
Genetic biology 
Physics-_-...- 
Psychobiology 
Systematic biology -- 

To University of North 

Carolina... 


Psycho- 


20, 600 
17, 900 
11, 800 
12, 000 


7, 000 


12, 500 
, 700 
, 700 


Total, State of North Caro- | 


es az 


NORTH DAKOTA 


North Dakota Agricultural Col- | | 


lege: Earth sciences __- 
University of North 
Engineering sciences_.- 


Total, State of North Da- 
kota_. 


OHIO 


Antioch College: Physics_. 

Case Institute of Technology: 
Engineering sciences___ 
Physics_..._. 


Total, Case 
Technology 
State College: 


Institute of | 


Central 
istry...- 

Kent State University: 

Kenyon College: 


Chem- 


Physics__ 
Chemistry -- 


Dakota: | 


12 | 


5, 700 
15, 600 


21, 300 
3, 100 


3, 000 
4, 600 


142, 500 | 


Num- 
ber of 
grants 


| Oberlin College: Earth sciences. 


| Ohio State University: 
Astronomy 
Chemistry ‘ 
Engineering sciences_....-___- 
Mathematical science 
Physics 


| Western Reserve University: 


Chemistry- _—e 
Molecular biology en 
Physics_..... 

Regul: atory biology 


Total, Western Reserve 
University 


Total, State of Ohio. ..._.-- 


OKLAHOMA Amer 


Mai 


Oklahoma Agricultural and Me- 
chanical 
biology. } , 

University of Oklahoma: P hy: sics- 91,2 N 


College: Regulatory | 


Brow! 


Total, State of Oklahoma... 


ORECON 


Oregon State College: 


> oy 
15, OO 


» wy 


Engineering sciences..-.------ 
Regulatory biology 


Total, Oregon State College. 


Reed College: 


SNOE ccbiccsainiceuncin 
| ee 


Total, Reed College 


Total, State of Oregon..-..- 
PENNSYLVANIA 


Academy of Natural Sciences of | 
Philadelphia: Systematic biol- 
ogy-- 


| Bryn Mawr College: Physics 5% 


Carnegie Institute of Technology: 
Chemistry von adida 
Engineering sciences-.-.--- 


Total, Carnegie Institute of | 
Technology - --- 
Duquesne University: Molecular 
biology. 
Haverford College: Mathematical 
sciences 
Jefferson Medical College of Phil- 
adelphia: Regulatory biology--.- 


Lehigh University: 
Engineering sciences____ _- 
Mathematical sciences___- 


Total, Lehigh University__- 


Pennsylvania State University: 
Chemistry 
Earth sciences. 
Engineering sciences-.-----.----| 
Mathematical sciences__-_----) 
Psychobiology-._.__- 


Total, Pennsylvania State 
University 





Num- 
ber of 
grants 


University of Pennsylv ania: 
De velopmental biology - - 
Engineering sciences 
Molecular biology 
Systematic biology 


Total, University of Penn- oa 
sylvania........-- ; 


University of Pittsburgh: 
Molecular biology - hanes 
Regulatory biology --- - --- 


Total, University of Pitts- 
burgh 

Swarthmore College: 
ing sciences -- 


Engineer- | 


Total, State of 


vania 


Pennsyl- | 


RHODE ISLAND 


American Mathematical Society: 
Mathematical sciences 
Brown University: 
Earth sciences__ s 
Mathematical sciences 
Total, Brown University. 


Total, State of Rhode Is- 


land 
SOUTH CAROLINA 


University of South Carolina: | 
Chemistry | 


Total, State of South Caro- | 


SOUTH DAKOTA 


South Dakota School of Mines | 
and Technology: Engineering. - 


Total, State of South Da- | 


TENNESSEE 


Southwestern at 
Physics. 

University ‘of Tennessee: 
tory biology - 


Memphis: 


Regula- 


Vanderbilt University: 
Chemistry - 
Molecular biology - 
Regulatory biology 


Total, Vanderbilt Univer- 
sity'...;. 


Total, State of Tennessee - 
TEXAS 
Rice Institute: 
Chemistry _- 
Developmental biology. 
Physies__.._- 


Total, Rice Institute 


299 


Amount 


Texas Agricultural Experiment 
Station: Genetic biology ‘ 

Texas Agriculture and Mechanics 
Research Foundation: System- 
atic biology 

University of Texas: 


$10, 800 | 
25, 000 
27, 200 
4, 600 ‘ 
ae Engineering 
67, 600 Total, State of Texas 
UTAH 
16, 000 
16, £ Brigham Young University 
—— Chemistry 
Physics. 
32, 5 
Total, Brigham Young 
University 


University of Utah: 
Chemistry 
Earth sciences 
Engineering sciences._. 
Psychobiology 
000 || Total, University of Utah 
Total, State of Utah 
12, 200 
10, 400 | 
22,600 || Hollins College: 
a ology 


VIRGINIA 


Systematic bi- 


Radford College: Genetic biology 


47,600 || Virginia Polytechnic Institute: 


Regulatory biology 


} ° 
University of Virginia: 
Astronomy 
Chemistry _____- al 
Mathematical sciences 
Physies 


Total, 
ginia 


University of Vir- 


Total, State of Virginia. - 
WASHINGTON 


| State College of Washington: 
Chemistry 
Psychobiology 
Systematic biology 


Total, State College of 
Washington 
17, 300 | 
2 University of Washington 
Chemistry 
Developmental biology 
Mathematical sciences 
Psychbobiology 
Regulatory biology 
Systematic biology 


8, 600 
16, 0CO | 


33, 200 

Total, University of W ash- 
59, 900 ington. 
Total, State of Washington 


WISCONSIN 
16, 300 
13, 000 
14, 300 


Physics 
Research 


Marquette University: 
Wisconsin Alumni 

: Foundation: Physics 
43, 600 


Num- 
ber of 
grants 


Amount 


, 700 
13, 400 
13, 000 
10, 000 


46, 100 


61, 600 


1,000 
7, 500 


6, 000 


3, 500 
6, 600 
1,7 

9, 800 


21, , 600 


- 100 


4, 100 
tt, 400 
& 500 


22, 000 


18, 900 
3, 200 
30, 000 
17, 200 
10, 000 

, 900 


5, 200 


7, 200 
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xan, | Num- 
yer of | Amourt | ber of | Amo; 
grants grants| ™ 


a 

Clarem( 

University of Wisconsin: George Washington University: Univers 
Chemistry _..- x Psychobiology ...........<.....: 
Developmental biology - | Howard University: Chemistry Stanfor' 
Engineering sciences... ._...- | National Academy of Sciences: 
Mathematical sciences... __--| General ae 
Molecular biology || Research Foundation of Chil- | 
Psychobiology -_- | dren’s Hospital: Regulatory | 
Regulatory biology _- biology ‘ 
Systematic biology . U. 8. Geological Survey: System- 
I NE iettcicanecesceenanen 


NNW tO 


Total, University of Wis- | = aie 
consin dain d Total, District of Columbia. 107, 900 


Total, State of Wisconsin_- } i HAWAII 


ALASKA | Bernice P. Bishop Museum: Sys- 
ONES BUGIOE «on case cus. 30,000 

| University of Hawaii: Systematic | 
1} 20,000 || biology 2.00 





University of Alaska: Earth 
| anes 


Total, Territory of Alaska__! 1} 20,000 |) Total, Territory of Hawaii-. | 
BERMUDA PUERTO RICO 


Bermuda Biological! Station for University of Puerto Rico: 
Research, Inc.: General... . - | Physics | 


Total, Bermuda___________ | i} Total, Puerto Rico 
DISTRICT OF COLUMBIA 


American Type Culture Collec- | 
tion: General Salsas 


Under the terms of the National Science Foundation Act of 1950, recipients 
of National Science Foundation fellowships have the privilege of attending 
educational institutions of their own choice. The list which appears below 
contains the names of the institutions selected by the recipients of fellow- 
ships for the current academic year, the fields of study, and the amounts obli- 
gated for payment to the institutions for tuition and other fees, based on the 
standard rates charged by the institution for all students. 


tmationt? | : | Number | Tuition 
State and institution | Field of study of fellows | and fees 


CALIFORNIA 


University of California (Berkeley : stronomy 

Biology, environmental 

| Biology, molecular __--_-- 
Biology, regulatory 
Riology, systematic. -_- 
Chemistry 

| ES icine eettnchenene wale 
Mathematies-_-_-_--_-- wivhichateudaa | 
ES eee 

| Psychobiology 


Subtotal 


ow — 
y-yn | NOR RMw Wee 


University of California (Davis) Biology, general 


University of California (Los Angeles) --...----- Chemistry 
Payeies... ...<.. 


5 


NON. ane Ss ae ane 
Total, University of California...........- 


5 | 


California Institute of Technology Astronomy .-.--- bi taiat wen 
Biology, general 
Chemistry 
Earth sciences 
Engineering 


Total, California Institute of Technology 





Number | Tuition 
State and institution Field of study | of fellows | and fees 


a | | 


claremont Graduate School Biology, systematic 1 $690 
University of Southern California Chemistry wate 850 


$5, ” 


12.00 stanford University Biology, general sia 2 | 400 


Biology, regulatory -- 880 
Earth sciences__... biciawes 3 | , 200 
Engineering. = f , 880 
Mathematics... . : ‘ , 70 
Physics. _- é ou 5 : 2, 420 


61, 009 


15,000 


Total, StanteeG We cece cinccev dss PRUs. i | 26 9,540 


Biology, regulatory _-- oe ‘ 1 | 875 


Hopkins Marine Biology Station 
| Biology, systematic. _- 442 


Total, Hopkins Marine Biolozy Station__|-~.-- danans ; iG 2| , 317 


Tatel COccc titan snipieswnne 





COLORADO 


University of Colorado | Biology, general 
| Earth science 
| 
Total, Colorado 


CONNECTICUT | 

Yale University. .... salina ics laa | Biology, molecular 5 | 3, 850 

Biology, regulatory ial aan 1, 650 

Biology, systematic : 1, 650 

Chemistry. _-. sages | 5, 825 

Engineering esas ; | 550 

| Mathematics... __- d 1, 675 

a cakcaduaaree 5 | 3, 325 

| Psychobiology mii 825 

T » To eee af = : . > a ‘ 9, 35 

ents Total, Connecticut_.... } | th 7 q eo 

ding DELAWARE | 
slow 


low University of Delaware , Chemistry - 4 : 384 

5 Engineering iaauemens 407 
obli- ce caiakin 
the Total, Delaware phGbEhidneseeddennncgsaes ‘ 791 





FLORIDA 


Florida State Unmivergity..<.ccnnccocnccnec-weues | Biology, systematic. 900 
| Chemistry - - ; 2 | 975 


| 
| 


Total, Florida State University.....---- ee 


University of Florida .--| Biology, general 
| Chemistry 


Total, University of Florida... -....-..-- 
University of Miami 
Total, Florida 
GEORGIA 


Emery University Chemistry 
Georgia Institute of Technology -------.-......-| Engineering 


Total, Georgia_- 
ILLINOIS 


University of Chicago........-.....--sses0.« _..-| Anthropology--- 

| Astronomy. ._-_- 

| Biology, general pate 

| Biology, molecular -- 

| Biology, regulatory ---- 
Biology, systematic. ---- 
Chemistry - - 
Mathematics 

| Physics - -- 
Psychobiology 


Total, University of Chicago 





State and institution 


Number 


Tuit 
| of fellows 


Field of study and { 





University of Dlinois 


Total, University of Ilinois--- -- 
Illinois Institute of Technology - - ---- 


Northwestern University --........._-- 


Total, Northwestern University 
Total, Ilinois_--- 
INDIANA 


Indiana University -..........---- 


Total, Indiana University 


Notre Dame University 


Total, Notre Dame University 


Purdue University 


Total, Purdue University_...___- 
TOU TROMMB Lo. ceccciccccs nceneion 


Iowa State College 


Total, Iowa 


Kansas University 


Total, Kansas 
LOUISIANA 
Tulane University 
Total, Louisiana 
MARYLAND 


Johns Hopkins University - -- 


Total, Maryland_.. 
MASSACHUSETTS 


Boston University 





| Biology, general 


Biology, regulatory 
Biology, systematic 


| Chemistry 
| Engineering 


Mathematics 
Physics - -- 


Engineering__--- 


| Biology, general. - 


Chemistry 


| Engineering 
| Psychobiology 


| Astronomy ee 
| Biology, systematic. - 


Chemistry 


| Engineering--. 


Biology, general 
Chemistry - -- 
Engineering -_-- 


ee a. | 
Biology, regulatory_.--__- 
Chemistry 

Engineering 

Mathematics 

Physics 


Biology, systematic..........._.-_- 


: | Engineering 
Physies. -- 
| Psychobiology.- ----------- 


Biology, general _-- 


Biology, molecular _- - 
Biology, regulatory - 
Chemistry - --- 


| Earth sciences 


Mathematics 
Physics - -- 





State and institution 


Harvard University 


Total, Harvard University 


Massachusetts Institute of Technology 


Total, Massachusetts Institute of Tech- 
nology. 


Radcliffe College 


Total, Radcliffe College 
Total, Massachsetts 
MICHIGAN 
Michigan State College 


University of Michigan-- ---- 


Total, University of Michigan 
Wayne University 
Fee De Side cnseccncs 
MINNESOTA 


University of Minnesota 


Total, Minnesota 
MISSISSIPPI 
Mississippi State College 
MISSOURI 


Washington University___- 


Total, Missouri 


NEBRASKA 


University of Nebraska 


58616—55—pt. 1——20 


Number 


Field of study of fellows 


Astronomy 
Biology, general 
Biology, molecular 
Biology, regulatory 
Biology, systematic 
Chemistry 

Earth sciences 
Engineering 
Mathematics 
Physics 
Psychobiology 


Biology, general 
Biology, regulatory 
Chemistry 

Earth sciences 
Engineering 
Mathematics 
Physics 


Biology, general 
Biology, molecular 
Biology, regulatory 
Mathematics 
Physics 


Biology, environmental 


Astronomy 
Biology, systematic 
Chemistry 

Earth sciences 


| Engineering 


Mathematics 
Pyschobiology- 


ystematic - -- 


| Chemistry --_- 


Earth sciences 
Engineering 


| Physics 


Psychobiology - - - 


Engineering 


Biology, systematic_-. 
Biology, regulatory 
Chemistry _- 

Earth sciences 
Engineering 
Physies_- 


Physies_ --- 


Tuition 
and fees 


$875 


2, 825 








State and institution 


NEW HAMPSHIRE 


University of New Hampshire 
Dartmouth 


Total, New Hampshire 
NEW JERSEY 
Institute for Advanced Study 


Princeton University 


Total, Princeton 
ORNL, B00 PONG cc cwecndtcceccs 
NEW YORK 
Brookhaven National Laboratory 


Columbia University 


Total, Columbia University 


Cornell University 


Total, Cornell University 


New York University 


Total, New York University 
Rochester University 


Total, Rochester University 
Rensselaer Polytechnic Institute 
Total, New York 
NORTH CAROLINA 


University of North Carolina 


Total, University of North Carolina 


Duke University 


Total, Duke University 
Total, North Carolina. . -- 





| Number | Tuition 


Field of study of fellows | and fees 


Chemistry 
Engineering 


Mathematics 


Astronomy 
Biology, general 
ie a oar oiaGinnle wend 
Earth sciences 
Engineering 
Mathematies 
Physics 


Anthropology. 

Biology, regulatory...-.....--.---- 
Biology, systematic. -..----------- 
a a em 
Earth sciences 

Engineering : 
Mathematics............-..-.-<-4=s 


| 


Biology, regulatory --_-_----.--.---- 
Chemistry 

Engineering 

Mathematics 

Physics. ----- 

Psychobiology 





Chemistry 

Engineering..........---- 

Physics. _. wate 
Psychobiology..........---.-- 900 


3, 900 


Bisley, general... ................ 
Biology, environmental. -__- 
Biology, molecular 

Chemistry - -__- 

Ts crowns c= : 


Engineering------ 


Biology, environmental 
Chemistry mine 
Mathematics 


Biology, general_____---- 
Biology, systematic 
Chemistry 





: : " | Number 
State and institution | Field of study of fellows 


OHTO 
Ohio State University .-------| Astronomy 
Biology, regulatory 
| Chemistry 
Engineering 
Psychobiology 
Total, Ohio State University - 


Western Reserve University _...-----| Biology, molecular 
Biology, regulatory 


Total, Western Reserve University 
Total, Ohio 
OKLAHOMA 


University of Oklahoma : ey ..| Biology, systematic. __ 
Chemistry 


Total, Oklahoma. - --- ‘ 
OREGON 


Oregon State College.............--.---- ’ _._.| Biology, systematic 
Chemistry - - 


Total, Oregon State College-- --_-- ete RO 


University of Oregon | Anthropoligy 
| Biology, general 


Total, University of Oregon 
Total, Oregon 
PENNSYLVANIA 
Carnegie Institute of Technology - - ------- ‘ Chemestry _. 
Mathematics___- 
Physics. 
Total, Carnegie Institute of Technology - -|_ 
Lehigh University a----| Prysies.. 
| 
Pennsylvania State University .| Chemistry 
Engineering 
| Psychobiology - - 
Total, Pennsylvania State University -- --- 
University of Pennsylvania------------- | Biology, molecular 
Piology, regulatory 
| Biology, systematic _- 
Mathematics 
Physics - - 
Total, University of Pennsylvania- 
University of Pittsburgh | Biology, regulatory 
| Chemistry - - 
| Physics -- 
Total, University of Pittsburgh 
Total, Pennsylvania 
RHODE ISLAND 
Brown University Chemistry 
| Physics-- 
Psychobiology - - - 
Total, Rhode Island 
TENNESSEE 


University of Tennessee 


Tuition 
and fees 


$192 
507 
876 
399 
192 


2, 166 


632 


2, 611 


21, 074 





State and institution 


Vanderbilt University 


Total, Vanderbilt University _ 


Total, Tennessee___.___- 


Rice Institute 


Total, Rice Institute 
North Texas State College 


University of Texas..._.___- 


Total, University of Texas_-_ 
0 8 ee . 
UTAH 


Brigham Young University 
Utah State Agricultural College 


University of Utah 


Total, University of Utah 
Total, Utah._...___- ‘ 
VIRGINIA 


University of Virginia 


Total, Virginia 
WASHINGTON 
State College of Washington _- 


University of Washington____ 


Total, University of Washington. 


Total, Washington 
WISCONSIN 


University of Wisconsin 


Total, Wisconsin 


Foreign institutions... _- 


Total, foreign 


Total, institutions _- 


Field of study 


Chemistry -_- 
Physics 


Biology, general_____ 


Number Tuition 
of fellows | and fees 


Biology, systematic. __. 


Chemistry 
Physics. - 


Chemistry 


Biology, regulatory-____- 
Biology, systematic. __. 


Chemistry 


} > . 
Earth sciences 


| Biology, regulatory 
..-.-| Biology, general______ 


s a Biology, molecular 


Biology, regulatory. os 


Chemistry _-____ 


__| Chemistry 


Physics 


| Chemistry 


| Biology, regulatory _- 
Biology, systematic 
Chemistry 

| Engineering 


| Biology, regulatory 
Biology, molecular___- 

| Biology, developmental 

| Biology, systematic__ 
Chemistry - _- 
Engineering 
Earth sciences 
Mathematics. 
Physics _ - : Z 
Psychobiology - - - 


Chemistry - - 
Mathematics 
Physics. _- 





2, 630 

270 
1,770 
2, 7% 
4, 905 

270 
1, 000 
3, 770 
1, 200 


18, 965 


9 450 
400) 
850 

2, 800 


6; 500 


446, 055 





U 
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cont 
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Under the terms of the National Science Foundation Act of 1950, the Na- 
tional Science Foundation fellowship program is open to all citizens of the 
United States, and selections are made solely on the basis of ability, except 
that in cases of substantially equal ability awards must be made in such man- 
ner aS Will result in a wide distribution of fellowships among the States, Terri- 
tories, possessions, and the District of Columbia. The list appearing below 
contains the States in which the recipients of fellowships for the current aca- 
demic year resided at the time the awards were made, and the amounts obligated 
for stipends, dependency allowances, and travel allowances. Basic stipends 
for predoctoral fellows range from $1,400 to $1,800 per year, depending on the 
level of study. The basic stipend for postdoctoral fellows is $3,400. An addi- 
tional allowance of $350 is paid for each dependent. All stipends and depend- 
ency allowances are established on the basis of a 12-month period of study. 
Pro rata payments are made for tenures of a lesser period. Fellows are also 
paid at the rate of 6 cents per mile for travel from their homes to the educa- 
tional institutions of their choice. Travel allowances are not paid for the 
return ~~ from the institution at the termination of the fellow ae 





Number of | Stipend and 


Number of Stipend and 
fellows allowances 


State of residence fellows allowances 


State of residence 


Distriet of Colum bia_ -- 6 $10,162 | New Hampshire é $4, 320 
Alabama. ._.- : { 8, 885 || New Jersey ‘ 
Arizona _ .---- 3 8, 031 New Mexico 
Califorla. 23 saiis ecco nds) 76 | 159,026 || New York______- 
Colorado 9 | 18,722 || North Carolina 
Connecticut 17 | 40,061 || North Dakota 
Delaware 1 | 1,990 || Ohio____ Led 
Pilg. ia 11 | 22,844 || Oklahoma_. 
COOTRIR 6 ane sen 3 6, 557 Oregon 

Widsis. .... 2. dt : 47 89, 061 Pennsylvania 
OE oss oat nn Sem 28 48,970 | Rhode Island_. 
WOR céonaxu : 16 31,77 South Carolina 
TUN rack Ab kes ane 11 | 20,465 || South Dakota___- 
Kenge -.oweanes ao | 2,690 || Tennessee 
Louisiana eae aa 3 | 4,920 || Texas __- 

Maine : aS : 3,280 || Utah_ : 
Maryland - 21,790 || Vermont__. 
Massachusetts... d 73, 847 || Virginia__ - 
Michigan al 2: 45,382 || Washington__ 
Minnesota Ptotaes dobaa 8 | 33,877 || Wisconsin___- 
I aa ga Sige tel 13,380 || Wyoming__-_- 
Missouri ; 37, 965 Hawaii 

Montana : 6, 360 - os 
Nebraska... -.--- a 8 | 15, 520 Total_- 4 690 , 328, 
Nevada... ........ F 6, 720 


_ 


ue 


i rho NI ee TSI 


53, 8: 
4, 26 
1,8 


. Waterman. You understand that the fellow himself receives 
a stipend and the schools get a tuition fee? 

Mr. Tuomas. I am talking about something different. Your sec- 
ond table is your grants to the universities for research. I would like 
the name of the schools and the amount in dollars and cents that you 
pay them, and some indication as to the nature of the research under- 
taken there at the school. 


NATIONAL SCIENCE FOUNDATION PUBLICATIONS 


Do you have a list of all your publications that you published in the 

calendar year 1954 with you? 

Dr. WarerMAN. I believe we have provided this list. 

Mr. Tuomas. I wonder if we may see it? 

Mr. Suepparp. This is rather involved, Mr. Thomas, in not knowing 
specifically what you wanted. I have it here on cards. I have a list 
of the items put out by the National Science Foundation, and then 
things resulting from research grants or conferences. 

Mr. Tuomas. Let us see your publications, will you, please, sir? 
First, how many are there? What is the total? 
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Mr. Sueprarp. These are the items that the Foundation has put 
out. 

Mr. Puttxirs. This is during the fiscal year. 

Mr. Tuomas. The calendar year? 

Dr. Waterman. There are about 15 of the actual publications by 
the Foundation, and the others are those manatees by the Foundation, 

Mr. THomas. Do you pay for those published by people other than 
the Foundation ? 

Dr. Warerman. In case it is a conference which the Foundation 
supports, then we would commonly pay for the report connected with 
the conference. 

Mr. Tuomas. What is this “Program activities of the National 
Science Foundation?” When was this published ? 

Dr. Waterman. This past fiscal year. 

Mr. THomas. How many of these did you have printed ? 

Dr. Waterman. I haven’t the figure. 

Mr. Puiuires. It should show. 

Mr. Tuomas. It says— 

The following publication of the National Science Foundation may be pur- 
chased from the Superintendent of Documents, annual report, 20 cents. 

Dr. Waterman. A purpose of that publication is to let people know 
what the procedures are in case they wish to apply for support. 

Mr. Tuomas. Here is the fourth annual report ending June 30, 
1954. How many of these did you print? 

Mr. Suepparp. I think we are limited to 5,000. 

Dr. Waterman. Whatever the limitation is. 

Mr. Tuomas. To whom do they go? 

Dr. Waterman. They go to the other Federal agencies, the direc- 
tors of research in other agencies, and to scientific societies and to 
those concerned, our Board, the divisional committees, universities 
and other research organizations. 

Mr. Tuomas. “Federal funds for science, part 3, the Federal 
research and budget, 1953, 1954, 1955.” What does this purport to 
to show ¢ 

Dr. Waterman. It gives figures showing what was spent by the 
Federal Government for research and development. It is broken 
down by agencies and by field of science. 

Mr. Tuomas. How many of these did you print ? 

Dr. WaTerMAN. Again, I have no figures at the moment. We can 
supply them. 

Mr. Tuomas. Do you have an approximate idea? The Bureau of 
the Budget has all this information over there if anybody wants it, 
do they not ? 

Dr. Waterman. They wanted us to doit. It has the breakdown by 
fields of science. 

Mr. Tuomas. Do you know how many copies you printed of that? 

Dr. WarerMAN. I could not answer offhand. 

Mr. Tuoatas. Is this to be a recurring proposition? Are you go- 
ing to print it every year ? 

Dr. Waterman. Apparently there is quite a demand for it. 

Mr. THomas. Where does the demand come from ? 

Dr. Waterman. Other Government agencies, the Bureau of the 
Budget, people concerned with the Federal picture. 
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Mr. Tuomas. I wonder if you will insert the name of each one of 
your publications in the record at this point? How many did you 
say there were ? 

Mr. SuHerrarp. Fifteen 

Mr. Toomas. And the number published ? 

(The material referred to is as follows :) 


List of publications issued by the National Science Foundation or jointly with other 
agencies during 1954, showing the cost for each publication and the number of 
copies printed 


| Number of | Publication 
copies cost 





Fourth Annual Report of the National Science Foundation_.______- heal 5, 000 | $2, 500 
Manpower Resourcesin Mathematics. ----........-.-----------.---- ; 500 309 
Manpower Resourcesin the Earth Sciences___- cana eka 500 632 
Federal Funds for Science ITI paket hee ied Sac ce ik : 2, 500 2,015 
Relei tite WAGON NRG NOPE Sg ithe oicemncglahedupemestauseamncdenstt 3, 000 68 
Scientifie Manpower Bulletin No. IT A } - 3, 500 | 39 
Scientifie Manpower Bulletin No. IIT kethwineedael 3, 500 | 68 
Scientific Manpower Bulletin No. i 5 aac i 3, 000 77 
Papers of the Third Conference on Scientific Manpower T¢ 1, 000 77 
Fede ral Grants and Contracts for Unclassified Research in the Life Sciences 

(By Project) 500 350 
Federal Grants and Contracts for Unclassified Research in the Life Sciences 

(By Agency) -- | 200 
Quarterly List of International Scientific and Technical Meetings (tot: al | 

number of copies and cost for the year) -_ 
Quarterly Report of Government Sponsored and Government Supported | 

Research in the Social Sclences and Interdisciplinary areas (total number 

of copies and cost for the year)... ___- 
Quarterly Report of Government Sponsored Projects in Psychology, Psy- 

chiatry and Closely Related Areas (total number of copies and cost for the 

year) _ 
Translations of Russian Reports in Physics from Doklady Akademii Nauk | 

U.S.S. R. (mimeographed at no cost to NSF)-_--- ‘ 


Mr. Troomas. These were all published by the Foundation. How 
many do you make contribution to the publication of, not directly 
printed by you, in addition to these ? 

Dr. WarerMan. Wecan give you that breakdown. 

Mr. Tuomas. Do you have an idea of the approximate number ? 

Dr. Waterman. I do not have at the moment. 

Mr. Tuomas. Would you insert those, and the title of them, if you 
will, and the approximate number of the circulation of each one? 

(The material referred to is as follows :) 

The following publications were issued by the Russian Translation Center 


at the Library of Congress (support for the center is provided by the National 
Science Foundation and the Atomic Energy Commission) : 


Number of | Publication 
copies cost to NSF 





Bibliography of Translation from Russian Scientific and Technical Litera- 

$960 
Soviet Union List of Scientific and Technical Serial Publications (145-53) _- o 450 
United States List of Scientific and Technical Serial Publications ( se a | 383 650 





In addition to the items listed above several hundred scientific papers resulting 
from research carried on under Foundation grants for basic research are 
printed in the scientific journals each year at no cost to the Foundation. Books 
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or scientific papers are also printed occasionally as the result of conferences 
sponsored by the Foundation on the findings from research projects. Research 
or conference grant funds may be used for such important scientific publicationg 
resulting from the conference or research but such printing costs are a part 
of the grant. 

Mr. Tuomas. What is your total printing bill for those that you 
print, those 15 or 20, and the funds that you contribute to other 
organizations or schools for publication of similar reports? 

Mr. SHepparD. Our total printing in 1954 was $15,478 and for 
1955 is estimated to be $26,337. 

Mr. Tuomas. I do not see how you could print all those for $26,000, 

Mr. Suerrarp. This would include our administrative printing, let- 
terheads and everything else. 

Mr. Tuomas. In addition to that? 

Mr. Sueprarp. Yes. 

Mr. Tuomas. Thank you, Dr. Waterman and gentlemen. We will 
now take up the International Geophysical Year program of this 
agency. 

AVERAGE NUMBER OF EMPLOYEES 

(The following information was submitted at the request of the 

committee for insertion in the record.) 


Average number of employees, National Science Foundation, fiseal year 
1951-56 


1955 (estimate) 
1956 (estimate) 


INTERNATIONAL GEOPHYSICAL YEAR, WEDNESDAY, FEBRUARY 9, 1955 


Amounts available for obligation 


Appropriation or estimate (obligations incurred) : 
1955, $2,000,000 
1956, $11,000,000 


Obligations by activities 


Support of United States program for the International Geophysical Year : 
1955, $2,000,000 
1956, $11,000,000 


Obligations by objects 


| | 
Object classification | 1954 actual | 1955 estimate! 1956 estimate 





Total num ber of permanent positions 
Average number of allemployees : : 
Num ber of emplovees at end of year. -..-------- 


Average salaries and grades: 

General schedule grades: 
Average salary - 
Average grade 


Ol Personal services: 
Permanent positions- acta agama 7 
Regular pay in excess of ! 52-week base a ca hl acts ae 124 
Payment above basic rates_- araalia dias tennis EE 200 





Total personal services. __- ae a si Na Oe ee 15, 000 30, 300 
02 Travel. __. ; 4,700 
it Grants, subsidie s, and contributions... --.-..-- a 1, 985, 000 10, 965, 000 


Obligations incurred 7 ; 2, 000, 000 11, 000, 000 





loam 


~ 


iioe 


oll 


Analysis of expenditures 


1954 actual | 1955 estimate; 1956 estimate 


Obligated balance brought forward re 5 : $1, 690, 000 
Obligations incurred during the year-- $2, 000, 000 11, 000, 000 


2, 000, 000 12, 690, 000 
Obligated balance carried forward - -__- eke i ’ — 1, 690, 000 —7, 075, 000 


Total expenditures... ----- = 310, 000 5. 615, 000 


Expenditures are distributed as follows: 
Out of current authorizations_ _. - - a 310, 000 4,854, 000 
Out of prior authorizations__.. -- i anta <a 761, 000 


Mr. Tuomas. Will the committee please come to order? It is cer- 
tainly a pleasure to have our distinguished guests here with us. 

We have Dr. Berkner, Vice President, Special Committee on the 
International Geophysical Year; Dr. Kaplan, Chairman; Mr. Odi- 
shaw, administrative secretary, in addition to the representatives of 
the National Science Foundation. 

Do either of you gentlemen have a short statement for us? 


GENERAL STATEMENT OF Dr. WATERMAN, NATIONAL SCIENCE 
FouNDATION 


Dr. WaTEeRMAN. I have a brief one to introduce the subject. The 
International] Geophysical Year encompasses a many-faceted invest i- 
gation of our planet: the surface and core of the earth, the oceans and 
their depths, the atmosphere. The global character of geophysical 
phenomena requires not only that such a major research effort be 
timed to coincide with a period of maximum solar activity and of con- 
current eclipses, but also that simultaneous scientific measurements 
and observations be made by the major nations all over the world. 
This extraordinary effort on the part of many nations is a major 
research undertaking in the earth sciences, including astrogeophysical 
measurements, meteorology, oceanography, glaciology, ionospheric 
physics, aurora and airglow, geomagnetism, cosmic rays, and rocket 
exploration of the upper atmosphere. 

In late 1953 the National Academy of Sciences-National Research 
Council, as the adhering body for the United States to the Interna- 
tional Council of Scientific Unions, requested the Foundation to as- 
sume responsibility for the United States Government for securing 
the necessary appropriations and for the administration of the funds. 
This request was based largely on the belief that it was the intent 
of Congress, as revealed in the enabling act establishing the Founda- 
tion, that first, the Foundation was responsible for assuming leader- 
ship within the Government in sponsoring basic research, and that 
second, the Foundation was in the best position to coordinate and 
administer a broad program involving many institutions, Federal 
agencies, and other bodies engaged in scientific research. 

Although the simultaneous observations will not begin until 1957, 
the International Geophysical Year is already underway. Scientists 
from many nations have worked together in laying out scientific proj- 
ects and activities on both a national and international scale. Con- 
tracts have been let for the procurement of scientific equipment having 
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a long lead time. And just recently the icebreaker, U. S. S. Athy, 
reached Antarctica on an exploratory voyage preliminary to a scien. 
tific expedition there in the autumn of 1955. 

Intensive and far. flung as this research effort is, it is not repre. 
sentative of the broad general purpose basic research program of the 
Foundation for it is limited to one of the 14 major fields of science 
receiving support from the Foundation—the earth sciences. 


Cost Estimate oF THE INTERNATIONAL GEOPHYSICAL YEAR 


The budget justification submitted last spring to the Congress 
described a scientific program for the United States totaling $13 
million, even though only $2.5 million was requested for fiscal year 
1955. This appropriation was to make possible the procurement of 
scientific equipment having long lead time but the whole program was 
presented to permit the Congress to evaluate the 1955 requirements in 
the context of the entire undertaking. 

The International Geophysical Year program has important in- 
plications not only for the majority of Federal agencies engaged in 
reasearch but also for the national interest. Knowledge obtained 
will influence future progress in weather prediction and control; 
upper atmosphere flight; radio propagation; and other fields of 
special interest to the Federal Government. Because of these im- 
plications, personnel of the Weather Bureau, the National Bureau of 
Standards, Coast and Geodetic Survey, and various organizational 
units of the Navy, Army, and Air Force participated directly in the 
initial planning of the scientific aspects of the program. In addi- 
tion, the experience of these agencies in the procurement of items of 
scientific equipment, the maintenance of scientific observation posts 
in remote areas, and in logistical operations in the Antarctic was used 
to the utmost in the preparation of the cost estimates. It was 
through the cooperative work of many Federal agencies and of the 
scientific community that the scientific program and the estimate were 
formulated. 

After the estimate was submitted to the Bureau of the Budget, the 
Bureau also solicited the advice of other agencies, and the program 
was reviewed by the Departments of State, Defense, and Commerce, 
the Office of Defense Mobilization, and the Atomic Energy Commis- 
sion. All of these agencies have strongly endorsed the program and 
where pertinent, have approved the basis on which the estimate of 
costs was developed. 

Since the time of the initial submission, the scientific program and 
the budget estimate have been under constant scrutiny from the point 
of view of both scientific validity and cost. The scientific aspects of 
the program were endorsed by the leading scientists of the world at 
the meeting of the International Council of Scientific Unions’ Special 
Committee on the International Geophysical Year in Rome, in Au- 
gust 1954. The validity of the estimate has been verified by expe- 
rience gained in the procurement of major items of essential equip 
ment during fiscal year 1955. The program description and the cost 
estimate in the present submission are, therefore, substantially the 
same as contained in the document reviewed last spring by this sub- 
committee. 
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The request of $11 million for fiscal year 1956 represents the dif- 
ference between the $2 million appropriated in fiscal year 1955 and 
the $13 million initially requested in the budget for 1955. 

It is my opinion and the opinion of the outstanding scientists 
representing Government agencies, universities, and other nonprofit 
organizations associated with the International Geophysical Year 
rogram that the estimate provides for a minimal program for the 
United States. It should be noted that although the International 
Geophysical Year program is international, each participating nation 
plans, finances, and conducts its own program in relation to the agreed 
international effort—there is no pooling of funds. ‘These sums must 
be appropriated for fiscal year 1956 if the United States program of 
the International Geophysical Year is to move forward in cooperation 
with the programs of the rest of the world. 

With your permission, I will not go into the details of the inter- 
national and national programs at this time but will leave this to Dr. 
Berkner as vice president of the Special Committee on the Inter- 
national Geophysical Year and Dr. Kaplan as chairman of the United 
States National Committee for the International Geophysical Year. 

Mr. ToHomas. Dr. Berkner, we will be glad to hear from you. 


GENERAL STATEMENT OF Dr. BERKNER, VICE PRESIDENT, SPECIAL 
COMMITTEE ON THE INTERNATIONAL GEOPHYSICAL YEAR 


Dr. Berxkner. Mr. Chairman and members of the committee, you 
will recall that when we were with you last year we were talking 
about the Rome meeting at which we were to organize the detailed 
world program. We have had the very interesting opportunity dur- 
ing the past year to meet with all of the 38 nations who are joining 
in the effort on the International Geophysical Year to organize this 
program, and had the interesting experience of seeing just how we 
can get cooperation among 38 nations in a program which has to be 
knit together. 

For the members of the committee who were not here last year, I 
might remark that the International Council of Scientific Unions in 
151 appointed a special committee of members of the international 
wions of science to formulate a basic program for research, using the 
whole world as a laboratory—research that is related to the environ- 
ment in which we live, the outer atmosphere, the atmosphere itself, 
the surface and oceans. 

Since these things are so interrelated that one can only understand 
these physical phenomena if you examine a number of places over 
the earth where the phenomena occur, the special committee called 
for the organization of national committees, of which our national 
committee organized by the National Academy of Sciences is one, 
These national committees in turn submitted very general reports 
back to the special committee indicating what it might be possible 
ina very general way to do. 

These were organized together, a rather detailed program was 
worked out in 1953, and the national committees were then asked to 
supply detailed reports as to just how they would implement a world 
program. 

Our committee last June, just after the hearings, Mr. Chairman, 
submitted this report to Rome. There were reports similar to this 
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from each of the cooperating nations. At Rome, then, we had the re) 
job of integrating these reports, in a geographical sense, into a sensibly 
international network. 

Mr. THomas. Quite an accomplishment, I would say. 

Dr, Berkner. It was an extraordinary accomplishment. It hap. 
pened in two plenary sessions, and the rest of the time the peop 
worked day and night in thrashing out the problem. It was interesting 
to see that when one nation proposed to put stations in a certain loca. 
tion which did not fit the world pattern, and then the question arose 4s 
to whether this Nation should move its location so that it would fit into 
a total world program, how cooperation was attained. 

This was slowly thrashed out until finally we came out with a very 
excellent world picture. 

Of course, it is not possible even during a geophysical year to observe 
everywhere. The question is, What are the minimum number of o0b- 
servations that are likely to give us the kind of information on worl! 
phenomena which is needed? It was decided that a dense network of 
stations would be put in the Arctic, along the Equator, and in the 
Antarctic. Three lines of stations were put along meridians of longi. 
tude in which the geography of the world would permit us to get 
reasonable lines installed. 

Dr. Kaplan, I am sure, will go into detail as to that. These thre 
lines are along 10 degrees east, 75 degrees west, and 140 degrees eas. 
They will be used in connection with meteorology. In addition to 
that, they will be used for observation in high atmosphere, the grow! 
of storms in the ionosphere, and many other phenomena. 

The result of the Rome meeting was a complete set of reports whi! 
are just now being published. It was a matter of very great pleasure, 
T should say, to the United States National Committee to find that the 
basic plans which it had drawn, following our discussions here at the 
committee last year, fitted into the program very well, with very fer 
changes. 

We have now worked out in the United States, for example, and Dr. 
Kaplan will describe these, complete details of how precisely the 
operations will be carried out; however, at Rome it was possible to 
formulate a fairly good estimate of what other nations were planning 
to do in this area. 


OTHER NATIONS’ PROGRAMS 


T thought you might be interested to hear just what the other nations 
are expecting to do. For example, we have for the United State 
planned $13 million total, or if you want to put it in this ratio of IG) 
budget to population, about 8 cents per person. In Australia, with 
$750,000, the IG Y budget, with a lot of additional money in there for 
Arctic effort which I do not have available, the price comes out to about 
14 cents. In France, with $4 million in their present budget, with 4 
million people, about 9 cents. In Holland, $4 million, or about 61 cents 
per person. I could goon. But the total effort will be now, we est 
mate—last year I said about $100 million—more nearly $150 million 
in the IGY programs. 

One outstanding thing that we notice is the great enthusiasm with 
which the nations are entering into this operation and their willing 
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ness to adjust their plans so that we get a truly efficient world network. 
We are not very much interested in having stations all over the place 
but where we want them to get the data which we need. 

Mr. Tuomas. What did you do with the $2 million? Has it been 
allocated ? 

Dr. WaTreRMAN. Almost completely. It has gone primarily to the 
Naval Research Laboratory and the National Bureau of Standards 
for this long lead time equipment. 


ANTARCTIC OBSERVATION STATIONS 


Dr. BerKNer. I might say in connection with this, in connection 
with the Antarctic operations, that just a few days ago the Prime 
Ministers of New Zealand, Australia and Great Britain, outlined a 
plan for British cooperation in the Antarctic. I thought you might 
be interested to see what the Antarctic operations look like. You will 
excuse me if I get enthusiastic about the Antarctic. I was down there 
for a couple of years and have always been very interested in the 
Antarctic, because it has always worried me that we know more about 
the visible surface of the moon that we know about this one-sixth of 
the earth’s surface. 

It influences our daily life in an important way. There is an im- 
portant cold air mass that lies over this continent. You can imagine 
it like a mass of jelly which is shivering around and a big chunk breaks 
off. We suspect that when it breaks off it sweeps up and comes right 
across the Equatorial region to influence our weather in the northern 
region. 

If you live there, of course, you are conscious of these break-offs 
because the temperature really goes down. 

At the present time for the IGY there are 26 stations planned for 
the operation. This is an enormous change from what has occurred 
inthe past. In the past we have had one or two stations. 

Mr. Yarrs. Didn’t you contemplate four stations ? 

Dr. Berkner. The United States will have three of these stations. 
One we had hoped would be at Little America, but now we have learned 
from the voyage of the U. S. S. Atka, that it will probably not be 
feasible there. One will be at the South Pole and one at Marie Byrd 
Land. Great Britain will occupy Port Lockroy in addition to the 
Falklands and South Georgia. Argentina plans to do work at San 
Martin, Melchior, Secepcion, and the South Orkneys. South Africa, 
with Norwegian cooperation, plans work at Bouvet Island. This is 
an important island, and the South African expedition landed a week 
ago. It is exploring the island, looking to a base in this area. 

The Atka is coming around to explore a possible base at Vahsel Bay 
and maybe this (the Astrid coast) is one. The Norwegians are plan- 
ning to occupy this location, if it can be had. 

You recall that just before the war the Germans had an expedition 
in the vicinity of the Princess Astrid coast, and the Norwegians are 
intending to occupy it. The Australians have a base at Mawson and 
are putting a base several hundred miles into the interior during the 
IGY. The Knox coast and perhaps Peter Island are the only bases 
for which no definite plans are in operation. 

The French are occupying the Adelie coast area. The New Zea- 
landers are putting a base at Ross Island. 
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All together we will have a network of about 26 stations in th 
Antarctic during that time. 

Mr. Yates. The map refers to the Antarctic Continent. Is ther 
a land mass there / 

Dr. Berkner. I have been on land down there myself. There js 
all kinds of land at Queen Maude. There are coal, minerals, and 
copper well exposed. On Rockefeller Island you have a good ex. 
posure of granite. I was on the discovery flight when those mountains 
were found. ‘This is a range from 5,000 to 10,000 feet. I have flowy 
down beside them, with glaciers coming down in between. They rise 
in parts to 16,000 feet. The region between the Pole and Coats and 
Queen Maude Land is relatively unexplored. 

I was on an airplane flight in the Coats Land area. We suspect this 
may be sloping land coming down to the South Pole. The British 
are talking about occupying this base at Vahsel Bay. They expect, 
if they do, to operate from Vahsel Bay to the Pole to Victoria Land, 
If not, the Australians and the British may operate from Mawson 
to the Pole and then to Victoria Land. There is still open planning 
and we do not know the exact details. 

We very much, of course, will want to close this line of exploration 
between our advance base in Marie Byrd Land and the Pole, which is 
relatively unknown land. ‘The South Pole base will be tremendously 
important. We have discovered at the North Pole that there is ioniza- 
tion over the North Pole during the winter. It is puzzling to know 
why this ionization, which supports radio communications, exists in 
the absence of sunlight. We know that from it, over the polar cap 
in the wintertime, grow the storms which cause the blackouts which 
troubled us so much in carrying out polar operations. We are inter- 
ested to know what happens at the South Pole. We cannot postulate 
that the same thing will happen at the South Pole beeause the earth’s 
magnetic field is of the opposite sign, and the particles which are 
crossing the field are of different sign. 

To formulate any kind of world theory as to how the ionosphere 
moves, we must know what happens in this area. There will be this 
network of stations, all nations agreeing to observe the program ob- 
jectives throughout this area. The French, incidentally, are planning 
to run an overland trek from Adelie coast to our base at the South 
Pole, surveying the ice throughout this region. 


TESTS ‘TO DETERMINE WHETHER THE ANTARCTIC IS A CONTINENT 


One of the most important things that will be done is an ice survey 
of the continent during this period. While there is a lot of exposed 
land mass, with mountains at various peripheral zones, we are not 
dead sure that these mountains do not hold in the whole central mass, 
so that Antarctica may be just a series of islands scattered around with 
an ice mass held in tightly. It is planned on all these surveys, both 
by air and by land, involving all the nations, to measure depth of the 
ice at a very large number of places over the continent, and from this 
to calculate what the total ice mass is and whether this is really a series 
of islands held together by ice or whether it is a real continent covered 
by a thinner mass of ice. 

It is a pretty important question to us, with the world warming up 
as it is now. We know that as the world warms up the seas will rise. 
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If Antarctica is a mass of ice, the seas will rise 90 to 150 feet. I am 
afraid Leould go on all afternoon—— 

Mr. Puiiires. How do you expect to make those tests‘ By borings 
or by radar? 

Dr. BerKNER. Radar is a good word, but not quite radar. We use 
explosions on the surface and listen for the sound to come back. 

One test will be taken by weasels running along here. They will 
carry explosives and measuring equipment. They will set off a charge 
and wait for the echo to come back. We know the velocity of sound 
in ice and can measure its depth. The second method will use equip- 
ment in aircraft and hop around. The plane will probably be an 
L-type aircraft with a landing speed of 40 miles or so. Air tests will 
be done to fill in the network that cannot be done on the ground. ‘The 
cround measurements will be the control measurements. 


AVAILABILITY OF RESULTS OF FINDINGS 


Mr. Yates. The impression I get from reading your justification is 
that while this may be a cooperative effort, it 1s also a footrace be- 
tween the various nations of the world. The statement is made that 
this is a national undertaking. You have spoken about New Zealand 
and Australia working together on a line. This, I assume, is a British 
Commonwealth team. Are we teamed with anybody else or will the 
findings that come from this survey be made available to all partic- 
ipating nations ¢ 

Dr. Berkner. The findings will, of course, be made available to all 
participating. Secondly, there will be a conference sometime this 
summer among all the nations concerned with respect to cooperation. 
This conference must come oft before the meeting of the special com- 
mittee in September at Brussels. 

This conference will deal with the following questions: First of all, 
not only will we have these 26 stations but during the summer oper- 
ating season we will have whalers in this area, and we want to set up 
a common frequency and common meteorological network so that we 
will have for the first time daily weather reports. That will be all the 
nations together. There will be daily weather maps made up for the 
Antarctic Continent. This will not only aid us in operations there but 
will be of scientific interest. 

Mr. Putiuirs. Do you start on January 1? 

Dr. Berkner. July 1, 1957. Our expedition goes into the Antarctic 
this September. On October of the following year, long before you 
can go in here by ship during the Antarctic summer season, you must 
place the advance bases at Marie Byrd Land and the South Pole. 

Dr. Bronx. I think Mr. Yates’ question would be answered if you 
would point out that this is on three levels. In the first place, you 
have the various agencies and institutions working as individuals or 
individual units. They are built into a national program which is 
under the general, coordinating direction of the United States national 
committee, of which Dr. Kaplan is the chairman. That national pro- 
gram in turn is composed of all the several separate units within the 
program and is coordinated and articulated to the whole international 
program so that it works together. 
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Mr. Yates. That is a good explanation. The question in my mind 
was whether all this information will be available to all nations go 
this really becomes a truly cooperative effort. 

Dr. BerKNER. All the information will be so made available. There 
is already an agreement among the nations at Rome with respect to 
the exchange of this information. This will be extended in great 
detail this fall at Brussels. 

Mr. Botanp. How does it happen that only these particular nations 
were involved? Why not others? 

Dr. Berxner. More or less historically these nations have been 
interested in these various areas but they have not endeavored to all 
go in at the same time and cooperate with one another. 


RUSSIAN PARTICIPATION 


Mr. Yares. It is interesting that there is no spot on your map 
denoting the Soviet Union. 

Mr. Puiturrs. That was testified to last year. They were not in- 
terested. 

Dr. Berxner. They have now joined. They have made no advance 
with respect to the Antarctic whatever. The only thing I have seen 
was a press statement originating in Moscow in which they said that 
they have had scientists on whalers in the Antarctic region since the 
war. Itis known that there are whalers in the Antarctic region on the 
part of the Soviet Union. 

Mr. Putturpes. Do they go into the Arctic? 

Dr. Berkner. They are very active in the Arctic. They have part 
of the 140 degree line to cover. 

Mr. Tuomas. Let me get the record in reasonably good shape. I 
see we are going to do some talking. Let us build the record and 
then let everybody do some talking. Don’t let your enthusiasm die 
down. We like it. 


ESTIMATED COST OF UNITED STATES PROGRAM 


Mr. Reporter, at this point will you insert page 16 in the record? 
(The justification referred to is as follows :) 


1. Tue EstiMAte 


The United States program was formulated and estimates were made by the 
United States National Committee of the National Academy of Sciences—Na- 
tional Research Council, in cooperation with several hundred leading American 
scientists. The overall program is divided into the major scientific fields, with 
an additional item for executive direction. The National Science Foundation, 
after an intensive review of the work of the Committee, has endorsed the pro- 
gram and estimates. The following table presents the estimates for fiscal 
years 1955 and 1956: 





Fiscal year Fiscal year 


Field 1955 1956 


\stro-geophysical measurements _~ 32, 214, § 
Met eorology ‘ aia 2, 083, 


ee anogr phy and glaciology.-- ‘ , 618, 
1 » physics 5s : } , 708, 6 
‘sana aan d airglow _.. , 516, 
1etism __..-- 7 5. , 409, 
nic Tr a , 172, 
Roc ket explore ition of the upper atmosphere - , 172, 660, 8 


Subtotal -- abe ; , 885, , 383, 7 
hnical direction: 
USNC-IGY.. ‘ , 000 581, ; 
National Science Foundation: 
01 Personal services_._. 5, 000 
02 Travel_- 0 


Subtoial , 5, 000 


lotal___- : 2, OOO, 000 


OBLIGATION OF FISCAL YEAR 1955 APPROPRIATION 


Mr. Tuomas. Will somebody give us an explanation of what you 
did with that $2 million last y ear! 

Dr. Waterman. In detail, the $2 million, which was a part of the 
1955 budget for the Foundation, went as follows: The Office of Naval 
caawin $1,172,000, primarily for the procurement of rockets for 
the rocket program, and this is conducted by the Naval Research 
Laboratory under the Office of Naval Research; $400,000 to the Na- 
tional Bureau of Standards for special instrumentation of long lead- 


time items for ionospheri ic studies, and such; $100,000 to the National 
Academy of Sciences for the expenses of Dr. Kaplan’s planning 
committee and also for a permanent staff to deal with the firming up 
of the program for 1956; and $28,000 to the Weather Bureau. 


TERMINATION DATE OF THE PROGRAM 


Mr. Tuomas. These funds are appropriated to the National Science 
Foundation without any limitation on travel or without any fiscal 
year limitation. We do not want to check up mc find out that the 
Foundation is spending a million, or any part of this money for subsi- 
dizing some publications, or some research project in south Texas or 
Massachusetts or California. 

Dr. WarerMAN. This is all laid out in the 1956 program. 

Mr. Tuomas. I understand. I am talking about the appropriating 
language and what you can do with it after you get it under this 
language. rare 

Dr. Warrrwan. Do you have the language ? 

Mr. Tuomas. Do you have any objection to a restriction on travel 
and a limitation to not longer than 1958? You say you are going to 
lo it in October. 

Dr. WaTeRMAN. You mean, for the 1956 budget of the current 


Tuomas. Dr. Berkner said he would actually get started, open 
up ‘the bases in 1956, but that he will get down to business in October 
I%7. The question is how much—— 

58616—55—pt. 1——-21 
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Dr. Berxner. July of 1957. 

Mr. Tuomas. How much time are you going to need beyond 1957 
to wind up your activities? 

Dr. Berxner. The geophysical year runs through 1958 and is com- 
pleted at the end of 1958. We will be getting our expeditions ont 
early in 1959. Itisa year and a half. 

Dr. Bronx. You mean getting them out of the Antarctic? 

Dr. Berxner. Yes; during January and February. 

Mr. Tuomas. Would it curtail your activities any for us to put q 
limitation in here that this program will wind up, lock, stock, and 
barrel on June 30, 1959? That will give you 6 months to get your 
forces out. 

Dr. Berkner. Work will go on after that time. 

Mr. Tromas. That will give you a chance to get your forces back 
home. What will you do when you get them back home? 

Dr. Berxner. There will be an analysis of the results, the publica- 
tion of the details that have been obtained. 

Mr. Tuomas. The evaluation, and so on. How much longer wil] 
it take you after you get home? We are up to June 30, 1959. How 
much longer ? 

Dr. Berkner. I would imagine the major part will be done by 
July 1960. 

Mr. Tromas. We do not like to leave the end wide open. July 
1960; is that O. K. for a cutoff date? 

Dr. Berkner. I would think it would be satisfactory. 

Dr. Waterman. I would think that would be all right. 


ESTIMATE OF TRAVEL REQUIREMENTS 


Dr. Berkner. With respect to travel, I would like to make this 
point. There is going to be a lot of movement of scientists to such 
places as the Antarctic, the Pacific Islands, and so on, because the world 
is a laboratory in this program and a certain amount of travel is 
unavoidable. 

Mr. Tuomas. You have no more idea of what your travel bill is 
going to be than—vou cannot guess within 50 percent of it; can you! 

Dr. Berxner. Mr. Odishaw has made some estimates. 

Dr. WaTerMAN. He has made studies in the light of the experience 
of the agencies that have done this, such as the Weather Bureau. 

Mr. Opisuaw. We have relied heavily on the Weather Bureau and 
its field stations and the National Bureau of Standards with its field 
stations. 

Mr. Tuomas. I notice in your justification you come up with some 
figures. I do not know whether you got them out of the air or not. 

Mr. Opisuaw. They are essentially based on the cost that the 
Weather Bureau and the National Bureau of Standards have—— 

Mr. THomas. What do you figure your total travel bill will be! 
You had estimates by program, but what is the overall ? 

Mr. Opisuaw. The total travel estimate is $462,450 for all the pro- 

ams. These figures are broken down field by field. They appear 
in the budget document. 
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Mr. Tuomas. How do you figure these other program costs? It is 
age 16. How do you arrive at the program figures, geomagnetism, 
$1,424,600? Meteorology, $2,083,000 4 

Mr. OpisHaw. These were based on analyses which were made 
by leading experts in each of the fields who were gathered together. 
These people have had experience in running such operations in the 
laboratory and the field. , 

Let me combine the estimates as to travel, transportation, com- 
munication and utilities. These are all based on the experience of 
these people and checked against the experience of the Weather 
Bureau and the National Bureau of Standards. 

Mr. Tuomas. Do these figures indicate in any way, shape or fashion 
that you will have a deficit or surplus? How can you measure this 
operation within 50 percent of the final cost is beyond me. 

Mr. Op1sHAw. I would venture that we have a few criteria. If you 
consider the area of transportation or equipment and supplies, the 
experience of the Weather Bureau in many stations has indicated 
that if you have a very large operation and many regions involved 
in it, you can take as a criterion for transportation costs a figure of 
5 percent of the capital cost of your equipment and supplies for 
domestic shipment and 15 percent for shipment abroad. 

These percentages are based not on a theoretical formula but on 
their actual experience. 

Mr. THomas. You do not have too much of a pattern to go by in 
the Antarctic. Who is going to spend this money ¢ 

Dr. BerKner. Really, Dr. Kaplan should answer that question. 

Dr. Kartan. The United States National Committee 
— Tuomas. You are going to have some man to handle the fiscal 
affairs. 

Dr. WaTerRMAN. That is the National Science Foundation. We 
have the responsibility. 
an Tuomas. I know it is appropriated to you. Who is going to 
oit? 

Dr. WaTerMAN. We make the contracts. 

Mr. Tuomas. How much of this will be administrative costs ? 

Dr. WaTerMAN. We have only asked for an increase in personnel 
of 6 in our office for this. Mostly these are handled by contract. as 
indicated on page 30 on the astrogeophysical measurements. The 
breakdown gives the travel, salaries and so on. 

Mr. Toomas. All of that is going to come out of this fund, or are 
you going to charge it in the National Science Foundation budget ? 

Dr. WATERMAN. It comes out of the international geophysical year 
budget. 

Mr. Tuomas. Can you wind up this job in June 1960, for $10 mil- 
lion, instead of $11 million. 

Dr. WaTerMAN. That is questionable. 

Mr, Tuomas. What? 

Dr. WaTERMAN. There were additional items that came up at the 
Rome meeting. Dr. Berkner can tell you about it off the record. 
hings came up that had not been mentioned before. Two things 
happened there. 
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This program was regarded as firm, as outlined here. This was 
fully agreed to by the nations participating as indicated. There wer 
other, additional matters which Dr. Kaplan can talk to and Dr. Berk. 
ner also, which are under consideration now by the United States 
Planning Committee. 

Mr. Yates. What do you mean by “firm”? By that you mean ther 
are certain places, certain stations and certain testing areas that each 
nation assigned to itself and the United States has assigned SO many 
places to itself which will cost so much money ? 

Dr. Warerman. By agreement the nations have chosen 

Mr. Yares. This is what you mean by a firm commitment ? 

Dr. WateRMAN. The original estimate of $13 million looks correc 
at the present time, with additional items that may come up in smal] 
amounts, however. 

Mr. Tuomas, There is no question but it is very important work. 

Dr. Waterman. The breakdown for each program begins on page 
30. It is the responsibility of the Foundation to make the necessary 
contracts and grants. 

Mr. Tuomas. The best estimate is nothing but a pure guess, and 
am not so sure how good the guesses are. 

Dr. Waterman. On the basis of experienced people. 

Mr. Tomas. Experienced people in the Budget, but you do not 
have anyone going to the Antarctic except Dr. Berkner. 

Mr. Yarrs. I would like to hear from Dr. Kaplan before T ask any 
questions. Do you have a statement you want to make, Dr. Kaplan! 


GENERAL STATEMENT OF Dr. KaApian, CHrarirmMan. UNtrep Srates 
NatTioNat ComMMITTEFR FoR THE IGY 


Dr. Kapian. I think I would like to make a few additional re- 
marks. When we returned from Rome we established and activated 
most of the technical panels in order to review the specific project ex- 
penditures and activities as they are planned for assignment to and 
execution by various groups of scientists, to coor dinate activities 
nmong projects and related fields, and to conduct reviews while the 
work is in progress. 

These panels, practically all of them have met now, with their men- 
bership and consultants, will involve or comprise most of the working 
scientists in the fields which make up the International Geophysical 
Year program. 

I might add that seldom, if ever, has a scientific program been st- 
jected to such scrutiny. 

So, in partial answer to your question, the estimates and allocations 
of funds, and so on, have been carefully looked into. 


EXECUTION OF THE PROGRAM 


And, with your permission, I would like to enter into the recor 
section 4, starting on page 24, going through pages 25, 26, 27, 28, and 
29, the execution of the program in 1 which the various panels are out: 
lined. They represent a very good cross section of the country as wel 
as the institutions, both governmental and private which were it 
volved. 

They list the institutions and the purpose of the panels. 
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Mr. Tuomas. Pages 24 through 29 will be inserted in the record at 


this point. : 
(The justifications referred to follow :) 


4. EXECUTION OF PROGRAM 


As indicated in Section III. Program and Estimates by Fields, the United States 
program is prepared according to major fields of scientific activity. This 
program was developed by the United States National Committee, in coopera- 
tion With various public and private institutions, through ad hoe committees 
in each discipline. Formal technical panels have been established in order 
(1) to review the specific project expenditures and activities as they are planned 
for assignment to and execution by various groups of scientists, (2) to coordi- 
nate activities among projects and related fields, and (3) to conduct reviews 
while the work is in progress. These panels, with their membership, are 
presented below (additions, in the form of members and consultants, will be 
made as the requirements of the program dictate) : 


AURORA AND AIRGLOW 


(, T. Elvey, University of Alaska, College, Alaska. 

(, W. Gartlein, Cornell University, Ithaca, N. Y. 

Joseph Kaplan, University of California, Los Angeles, Calif. 

A. B. Meinel, Yerkes Observatory, Williams Bay, Wis. 

D. H. Menzel, Harvard University, Cambridge, Mass. 

Norman J. Oliver, Air Force Cambridge Research Center, Cambridge, Mass. 
k. FE. Roach, National Bureau of Standards, Boulder, Colo. 

E. H. Vestine, Carnegie Institution of Washington, Washington, D. C. 


COSMIC RAYS 


S. E. Forbush, Carnegie Institution of Washington, Washington, D. C. 
Serge A. Korff, New York University, New York, N. Y. 

H. V. Neher, California Institute of Technology, Pasadena, Calif. 

E. P. Ney, University of Minnesota, Minneapolis, Minn. 

J. A. Simpson, University of Chicago, Chicago, Il. 

S. F. Singer, University of Maryland, College Park, Md. 


GEOMAGNETISM 


L. R. Alldredge, United States Naval Ordnance Laboratory, Silver Spring, Md. 

Walter M. Elsasser, University of Utah, Salt Lake City, Utah. 

E.0. Hulburt, Naval Research Laboratory, Washington, D. C. 

E. B. Roberts, United States Coast and Geodetic Survey, Washington, D. C. 

Merle A. Tuve, Carnegie Institution of Washington, Washington, D. C. 

— Vacquier, New Mexico Institute of Mining and Technology, Socorro, 
N. Mex. 

E. H. Vestine, Carnegie Institution of Washington, Washington, D. C. 


GLACIOLOGY 


W. 0. Field, American Geographical Society, New York, N. Y. 

Frank Press, Lamont Geological Observatory, Palisades, N. Y. 

George Rigsby, Snow, Ice, and Permafrost Research Establishment, Wilmette, Il. 
R. P. Sharp, California Intstitute of Technology, Pasadena, Calif. 

P. A. Siple, Department of Army, Washington, D. C. 

A. L. Washburn, Dartmouth College, Hanover, N. H. 


IONOSPHERIC PHYSICS 


H. G. Booker, Cornell University, Ithaca, N. Y. 

Frederick Dickson, Signal Corps Radio Propagation Agency, Fort Monmouth, N. J. 
R. A. Helliwell, Stanford University, Stanford, Calif. 

M. G. Morgan, Dartmouth College, Hanover, N. H. 

Wolfgang Pfister, Air Force Cambridge Research Center, Cambridge, Mass. 

A. H. Shapley, National Bureau of Standards, Boulder, Colo. 

Ralph J. Slutz, National Bureau of Standards, Boulder, Colo. 

A. H. Waynick, Pennsylvania State College, State College, Pa. 

H. W. Wells, Carnegie Institution of Washington, Washington, D. C. 
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LONGITUDE AND LATITUDE” 


Carl I. Aslakson, Air Force Missile Test Center, Patrick Air Force Base, Fla, 
G. M. Clemence, United States Naval Observatory, Washington, D. C. 
William Markowitz, United States Naval Observatory, Washington, D. C. 
Donald A. Rice, United States Coast and Geodetic Survey, Washington, D. 6 


METEOROLOGY 


C. R. Dale, Department of Navy, Washington, D. C. 

R. D. Fletcher, Air Weather Service, Washington, D. C. 

B. Haurwitz, New York University, New York, N. Y. 

D. F. Leipper, Texas Agricultural and Mechanical College, College Station, Tey 
Sverre Petterssen, University of Chicago, Chicago, IIl. 

Harry Wexler, United States Weather Bureau, Washington, D. C. 


OCEANOGRAPHY 


Maurice Ewing, Lamont Geological Observatory, Palisades, N. Y. 

C. O’D. Iselin, Woods Hole Oceanographic Institution, Woods Hole, Mass. 

D. F. Leipper, Texas Agricultural and Mechanical College, College Station, Tex 
Roger R. Revelle, Scripps Institution of Oceanography, La Jolla, Calif. 

E H. Smith, Woods Hole Oceanographic Institution, Woods Hole, Mass. 


ROCKET EXPLORATION 


N. C. Gerson, Air Force Cambridge Research Center, Cambridge, Mass. 
B. Haurwitz, New York University, New York, N. Y. 

H E. Newell, Jr., Naval Research Laboratory, Washington, D. C. 

S. F. Singer, University of Maryland, College Park, Md. 

J. A. Van Allen, State University of Iowa, Iowa City, Iowa 

F. L. Whipple, Harvard University, Cambridge, Mass. 


SEISMOLOGY AND GRAVITY 


R. F. Beers, Rensselaer Polytechnical Institute, Troy, N. Y. 

Hugo Benioff, California Institute of Technology, Pasadena, Calif. 

A. P. Crary, Air Force Cambridge Research Center, Cambridge, Mass. 
Maurice Ewing, Lamont Geological Observatory, Palisades, N. Y. 

W. O. Field, American Geographical Society, New York, N Y. 

J. B. Macelwane, S. J, St. Louis University, St. Louis, Mo. 

H. E. Tatel, Carnegie Institution of Washington, Washington, D. 0. 
M. A. Tuve, Carnegie Institution of Washington, Washington, D. C. 
George P. Woollard, University of Wisconsin, Madison, Wis. 


SOLAR ACTIVITY 


J. W. Evans, Upper Air Research Observatory, Sunspot, N. Mex. 
Leo Goldberg, University of Michigan, Ann Arbor, Mich. 

S. B. Nicholson, Mount Wilson Observatory, Pasadena, Calif. 
W. O. Roberts, High Altitude Observatory, Boulder, Colo. 

A. H. Shapley, National Bureau of Standards, Boulder, Colo. 


WORLD DAYS 


John W. Evans, Upper Air Research Observatory, Sunspot, N. Mex. 
A. B. Meinel, Yerkes Observatory, Williams Bay, Wis. 

M. G. Morgan, Dartmouth College, Hanover, N. H. 

H. E. Newell, Jr., Naval Research Laboratory, Washington, D. C. 
A. H. Shapley, National Bureau of Standards, Boulder, Colo. 


ANTARCTIC COMMITTEE (INCLUDING CONSULTANTS) 


Bernt Balchen, United States Air Force, Washington, D. C. 

R. B. Black, Office of Naval Research, Washington, D. C. 

R. E. Byrd, United States Navy (retired), Boston, Mass. 

W. O. Field, American Geographical Society, New York, N. Y. 
L. M. Gould, Carleton College, Northfield, Minn. 

G. C. Hilliker, Department of State, Washington, D. C. 
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Finn Ronne, Department of Defense, Washington, D. C. 

p. A. Siple, Department of the Army, Washington, D. C. 

4. I. Washburn, Dartmouth College, Hanover, N. H. 

Harry Wexler, United States Weather Bureau, Washington, D. C. 

The continued findings and recommendations of these panels will be acted 
upon by the recently established executive committee of the United States 
National Committee. The membership of the executive committee, drawn from 
the full United States National Committee, includes L. V. Berkner, N. C. Gerson, 
L. M. Gould, Joseph Kaplan, F’. W. Reichelderfer, A. H. Shapley, A. F. Spilhaus, 
and M. A. Tuve. The executive committee, working within the framework of (a) 
criteria agreed upon internationally and (0) policies established by the full 
United States National Committee will, with the assistance of its secretariat, 
formulate the specific nature of projects, as recommended by the technical panels. 


CONDUCT OF INVESTIGATIONS 


The program will be carried out in a series of projects. Assignment of a 
project will be recommended by a particular technical panel on the basis of 
competence of staff and experience of a given institution and the administrative 
arrangements made by the National Science Foundation. It is known that 
wide participation by scientists and institutions throughout the Nation will be 
had and, while the technical panels are now in process of detailed study of this 
aspect of the program, the following list of institutions is suggestive of the many 
that will assume major scientific roles in the program: 


INSTITUTIONS 


ASTROGEOPHYSICS 


Air Force Cambridge Research Center, American Geographical Society, Car- 
negie Institution of Washington, Lamont Geophysical Observatory, Mount Wilson 
Observatory, Ohio State University, St. Louis University, University of Califor- 
nia, University of Colorado, University of Minnesota, University of Wisconsin. 


METEOROLOGY 


Air Weather Service, Department of Navy, New York University, University of 
Chicago, United States Coast and Geodetic Survey, United States Weather 
Bureau. 

OCEANOGRAPH Y-GLACIOLOGY 


Air Foree Cambridge Research Center, American Geographical Society, Arctic- 
Desert-Tropic Information Center, Arctic Institute of North America, California 
Institute of Technology, Columbia University, Cornell Aeronautical Labora- 
tories, Inc., Department of Army, Harvard University, Lafayette College, Lamont 
Geological Observatory, Monsanto Chemical Co., National Park Service, Naval 
Electronics Laboratory, Pennsylvania State College, Ronne Antarctic Research 
Expedition, Rutgers University, Scripps Institute of Oceanography, Sierra Club, 
Snow, Ice and Permafrost Research Establishment, State University of New 
York, Texas Agricultural and Mechanical Research Foundation, Tufts College, 
United States Geological Survey, University of Alaska, University of Chicago, 
University of Massachusetts, University of Minnesota, University of Washing- 
ton, University of Wisconsin, Whittier College, Wood’s Hole Oceanographic 
Institution. 

IONOSPHERIC PHYSICS 


_ Air Force Cambridge Research Center, Carnegie Institution of Washington, 
Central Radio Propagation Laboratory, Cornell University, Darthmouth College, 
Massachusetts Institute of Technology, National Bureau of Sandards, Pennsyl- 
vania State College, Signal Corps (Fort Monmouth), Stanford University. 


AURORA AND AIRGLOW 


Air Force Cambridge Research Center, American Association of Variable Star 
Observers, Carnegie Institution of Washington, Cornell University, Harvard 
University, National Bureau of Standards, Signal Corps (Evans Laboratories), 
State University of Iowa, University of Alaska, University of Chicago. 





326 


GEOMAGNETISM 


Carnegie Institution of Washington, National Bureau of Standards, Naya) 
Ordnance Laboratory, New Mexico Institute of Mining and Technology, Uniteq 
States Coast and Geodetic Survey. 


COSMIC RAYS 


Air Force Cambridge Research Center, Bartol Research Foundation, California 
Institute of Technology, Carnegie Institution of Washington, Cornell University, 
Harvard University, National Institute of Health, Naval Research Laboratory, 
New York University, University of Alaska, University of California, University 
of Chicago, University of Colorado, University of Maryland, University of Minne- 
sota. 

ROCKET EXPLORATION 

Air Force Cambridge Research Center, Boston University, Denver University, 
Harvard University, Naval Research Laboratory, New York University, Rhode 
Island State University, Signal Corps Engineering Laboratories, State University 
of Iowa, Tufts College, University of Colorado, University of Maryland, Univer. 
sity of Michigan, University of Puerto Rico, University of Utah. 

Dr. Kapuan. I have met with one of the panels in a field in which 
I have no personal interest and I will not be executing any part of 
the program; but it happens to be my area of scientific interest, the 
aurora and airglow, and I saw the panel members operate. I must 
say they are the must mutually critical outfit I have seen. You have 
to be good to survive the criticism of the other members. I am sure 
each of the panels is operating in the same way. 

I might mention, as a matter of national pride, one experience we 
had in the European meetings. At one of the meetings, I think it 
was in Brussels, the meeting on the ionosphere, one of the leading 
physicists said that he thought our rocket research on the upper 
atmosphere would go down as one of the great advances of the 
century. 

After several trips to Europe to international scientific meetings, | 
‘an say that I have seldom heard such praise. I think this indicates 
the advance we have made, and that this is an area in which we can 
afford to maintain our status. 

The other point is that I watched our committee working at these 
meetings in Rome, planning with the other nations. Here, again, 
members of our committee who were at an international meeting for 
the first time really carried on very well. One of the members of the 
committee, Dr. Simpson, gave a lecture on the geophysical implications 
of cosmic rays, an area in which we are fairly well advanced—— _ 

Mr. Tuomas. May I interrupt just a half minute? TI was looking 
over your committee. The British had 3 on there and we had 2. 
Even the French had three. 

Dr. Kaptan. This is the international committee which was ap- 
pointed by representation, I think, as we pointed out last re from 
the various unions, and this could very well be unbalanced. 

Actually, in the working groups we sent some 15 or 20 very capable 
people. 

Mr. Tuomas. Off the record. 

(Discussion off the record.) 

Dr. Kapian, I do not want to go too much into the scientific as 
pects of the program. 

Mr. Tuomas. You have a sympathetic audience. 

Mr. Yates. You will never have a more sympathetic audience. 
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AURORA AND AIRGLOW AREA OF STUDY 


Dr. Kaptan. I would like to mention 1 or 2 areas. These are rela- 
tively unusual and esoteric, namely, the area of the aurora and airglow 
which originate in the earth’s atmosphere. I reviewed this field the 
other day in a conference at the California Institute of Technology, 
and in reviewing it I was amazed at the number of new tools that 
had been discovered in the studies of the aurora. We study them 
now by radar techniques, and so on. 

Those of you who have watched the auroral displays may have not 
realized that careful study with the variety of tools now available 
for the first time will provide us with the knowledge needed to predict 
the amount and kind of disruption of radio communication, how best 
to circumvent it, or actually how to use the aurora as a means of prop- 
agating radio waves. The disruption of radio communications is felt 
mostly in the Arctic and subarctic regions and corresponding areas 
in the Southern Hemisphere. 

It is in these frozen and desolate regions that the maintenance of 
satisfactory radio communications is even more important than al- 
most anywhere else. 

Here, again, even though we are relatively newcomers in the auroral 
field compared to the Norwegians and British, I think it is amazing 
to realize the strides that we have made in the last few years the most 
notable advance in the last few years in the auroral studies being the 
recognition by Dr. Meinel at the Yerkes-Observatory that the aurora 
is initiated by protons coming in at great speeds from the sun. With 
new instruments we are able to study the aurora as a function of time 


rather than taking a total picture of the aurora over a day or two, 
that is, we can take pictures of the aurora by the various methods and 
study its structure at minutes of time. 


ATMOSPHERIC CHEMISTRY AREA OF STUDY 


Something I personally started on 30 years ago is coming out a lot 
faster now—our knowledge of atmospheric chemistry, knowledge 
about the elements oxygen, nitrogen and hydrogen, knowledge which 
one cannot gain in the laboratory. The chemistry of oxygen, nitro- 
gen, and hydrogen is pretty important chemistry whether you deal 
with biochemistry or deal with conventional industrial chemistry or 
the more unconventional chemistry of rocket fuel. 

I might remark that a recently published paper, published by one 

of my students and myself, for the first time fixed the amount of 
energy that is released when two nitrogen atoms recombine. Our 
entire approach to this was from the point of view of laboratory stu- 
dies which are related to the upper atmosphere. 
_ As I contemplate not only in this field, but every other field, the 
increased amount of carefully planned data which will come to us 
in aurora and airglow is most important. The chemistry and physics 
of oxygen, hydrogen, and nitrogen and their compounds affect science 
ind industry from medicine to some of the only possible ways of de- 
fending against attack from the air. The next important advance in 
rocket fuels may come from this chemistry. 

The timing of the International Geophysical year, as you may re- 
call, is correlated with the time when the sun, which controls this 
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chemistry and physics in the upper air, will be acting up most. [t 
will be varying. I think the chemical aspects of this alone would 
be quite remarkable. 

I have been impressed, too, in the last 6 months, being in the region 
of fairly large sections of the aircraft industry, and with a number 
of the men of the industry now thinking in terms of not today but 
in terms of the kind of aviation we are going to have tomorrow and 
10 years and 20 years from now 

Mr. Tuomas. You come over and join us tomorrow. We have the 
NACA before us. 

Dr. Kaptan. I will let them talk for aviation. I will say that the 
people on the west coast are recognizing clearly the need for upper- 
air data, I mean, everything from 50,000 to 60,000 feet on the way 
out. When you contemplate rapidly moving aircraft, the need for 
locating the jet stream adequately, the knowledge of winds, and so on, 
you can see why. 

I have been, as I think I may have mentioned last year, in addition 
to this job, and some teaching that I do occasionally, chairman of 
the University of California statewide committee on air pollution. 
I have been impressed there by the lack of knowledge of the dynamics 
of the atmosphere, knowledge of how things move, and by a lack of 
a knowledge of the kind of chemistry that we have in the upper 
atmosphere, because up there we have distributed trace amounts of 
elements which are of different chemistry from those elements dis- 
tributed in air-polluted cities. I may say, for the city of Los Angeles, 
that it is not the only air-polluted city. 

To understand the pollution of industrialized areas is just the kind 


of chemistry in which the theoreticians in the physics of the upper 
atmosphere and its chemistry are versed. The same thing would 
apply to any knowledge of fall-out, the import of which this com- 
mittee recognizes. 


METEOROLOGY PROGRAM 


We have recognized for some time that no major advance in meteor- 
ology will take place if the measurements are restricted to those areas 
and levels which are easily accessible. On the other hand, to make 
measurements over an indefinite period over the entire area of the 
earth is obviously impossible. The demonstration by Dr. Berkner of 
the problems of the Antarctic proves that. 

One of the most important parts of this program has to do with 
those three lines of weather stations in which the elements of weather, 
wind, temperature, and so on, will be measured in as many places 
as possible to as high levels as possible. 

With balloon techniques we will go to 100,000 feet and sometimes 
higher. Many of these stations are already existing. Some of them, 
particularly those in the Antarctice, will have to be installed. At some 
stations in South America, additional modern techniques will be 
included. 

Mr. Yates. How many stations are there on those three lines? 

Dr. Kaptan. Offhand, I do not know. 

Mr. Yates. Does each of those dots represent a station ? 

Dr. Kapitan. Yes. 
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Mr. Yates. Can you supply that information for the record ? 

Dr. Kaptan. Yes. I am sure we can supply that data. 

(The information requested is as follows :) 

In the meteorological program, more than 1,000 weather stations will cooperate 
to secure worldwide weather data in order that marked advances may be made in 
wderstanding global weather conditions. This is expected to lead to improved 
weather forecasting services. The worldwide program will emphasize certain 
regions: the Arctic, the Antarctic, the Equator, and three pole-to-pole lines. 
The pole-to-pole lines will permit the study of high-altitude current systems. 
The lines that have been chosen are the 140-degree east meridian, the 70—80- 
degree west meridian, and the 10-degree east meridian. More than 265 stations 
will operate along these meridians: at least 64 along 140 east, 92 along 70-80 
west, 83 along 10 east, and 26 in Antarctica where the confluence of the 3 merid- 
jans permits a proportionate distribution of these stations along the 3 lines. 
The United State program calls for only 4 new stations (3 in Antarctica and 1 
in the equatorial Pacific), added work at 5 existing stations in the equatorial 
Pacific, and 5 cooperative undertakings with several nations in South America. 

With regard to ionospheric physics, we have the same kind of prob- 
lm of having to have world lines. Dr. Berkner mentioned the im- 
portance of getting a coordinated understanding of the phenomenon 
of the two poles. This is particularly enhanced these days because 
of the increased understanding of the particles that came in from 
auroral studies. We now recognize the interaction between studies of 
the ionosphere, comic rays, geomagnetism, and solar activity. Some 
of the more advanced things in meteorology are connecting the higher 
levels of the atmosphere with the lower levels of the atmosphere, pos- 
sibly permitting an overall picture of meteorology. 

The only other point I would like to make is the fact that in addition 
tothe large gap in our weather picture in the Arctice and particularly 
inthe Antarctic, we, of course, have the very large gap in the equatorial 
Pacific. This is a large area [pointing to map]. In order to try to 
fill that gap we have a few additional stations in the equatorial 
Pacific. 

Mr. Odishaw might point out the additional stations and the mean- 
ing of the various things. 

Mr. Yates. Where is the Equator in terms of that gap? 

Mr. Optsuaw. The double line. 

Dr. Kapitan. This is important from the earth’s magnetism and 
ionospheric physics because the controlling element insofar as magne- 
tism and the ionosphere is concerned is the magnetic equator. Some 
of these stations are located on or near the magnetic equator. 

Dr. Berkner. There is something not evident on this map which 
is important from a scientific standpoint. The geomagnetic equator 
swings far north here, 12 degrees, and swings far south here beyond 
Jarvis Island to the east. Some years ago it was discovered in the 
high atmosphere above 100 kilometers that there is a jet current that 
flows in that region. It is suspected that a similar jet current flows 
in the region between the geographic and geomagnetic equators across 
the 140-degree line. 

The nature of that jet current is going to be explored in this area. 

Mr. Tuomas. What altitude do you get in that? 

Dr. Berkner. About 60 miles. ‘That current amounts to some tens 
of thousands of amperes. 
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BupbcGet For PERSONAL SERVICES 


Mr. Tuomas. Let me get this in the record, to separate dollars ay( 
cents from theory. — 

What part of this total budget is directed to salaries? I notice 
you have it broken down by activities. What part of your total budget 
is devoted to salaries? What is the amount of the manpower and 
where will you get these trained scientists ? 

Dr. WaTEeRMAN. To the Foundation the only item is $35,000. This 
is for personal services and travel. $30,300 is for personal services— 

Mr. Tuomas. Is that going to wrap you up until 1960 out of this 
fund or is it on an annual basis? 

Dr. WaterMAN. This is for 1956 for the Foundation for personal 
services and travel and not for the contract program. The break. 
down as between salaries and travel in the latter we can furnish you, 
It is a sum of all the breakdowns in these individual items here. 

Mr. Tuomas. Have you that in a composite figure ? 

Dr. WaTerRMAN. I do not know whether we have it at the moment, 

Mr. Suerrarp. $4,606,000 in salaries for all these different prograns 
in the budget document. 

Dr. Bronx. Many of these are not in the Government. 

Mr. Sueprarp. Yes. 

Mr. Tuomas. I understand that none of them are in the Gover- 
ment except 3 or 4 of his people: is that correct ? 

Dr. Waterman. There would be some in the Weather Bureau and 
the National Bureau of Standards. 

Mr. Tuomas. I meant outside of your own activities, your own shop. 
That is $4,606,000? 

Dr. WaTermMANn. Yes. 

Mr. Tuomas. The administrative cost that you have set up for the 
National Science Foundation is $35,000? 

Dr. WarerMaNn. Yes. 

Mr. Tuomas. For the fiscal year 1956? 

Dr. Waterman. Yes. We will use our regular fiscal-legal staf. 
This only represents an addition to our staff to handle this last load. 

Mr. Tuomas. Now that I have some dollars and cents in the record, 
continue with your statement, Doctor. 


INTEREST IN PROGRAM BY SCIENTISTS 


Dr. Kaptan. With regard to the personnel, the scientists who will 
participate in this, I would like to make this one statement of the 
needs and the attraction of the program. During World War II 
when we suddenly made the expansion into a larger Air Force, I was 
one of those who headed a Department of Meteorology and was 
actually in charge of recruiting and helping to train some 12,000 
meteorologists, weather officers. This had to be done suddenly. This 
was done by some 5 departments in this country, mostly manned by 
foreign scientists who had come to the United States earlier. Some 
of them had to get out of Germany, for example, or out of Norway. 
This literally saved the country insofar as weather personnel for the 
Navy and what was known as the Air Corps at that time. 

My feeling about any possible future use of scientists by the various 
parts of our Defense Establishment, the Army, the Navy, and the 
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\ir Force in relationship to their physical environment, is that this 
is going to have to be far more sophisticated. They will have to know 
the weather certainly much more extensively and much higher. They 
will have to know ionospheric physics and so on. 

Already I have noted, in the planning stage and the beginning of 
the discussion stage of this problem, that both private and govern- 
mental agencies involved in geophysics are, in specialized aspects, 
aware of this program and are reaching out and thinking in broader 
terms. I suspect and hope that during the peacetime, before any 
emergency occurs, we will have made the far more difficult transition 
to training people, getting people acquainted with our physical en- 
vironment in the broad terms that we indicate in this program, one 
that you could not make overnight. In the case of the weather officers 
that was possible. We had ceilings which were limited to 10,000 or 
12,000 for most of ordinary air operations. 

We had a few departments in existence. We had a large pool of 
trainable people. We had an attractive program. But in this case 
it will be a program that is a far more complex thing. I think one of 
the great byproducts of this program will be that part of this tran- 
sition which will be made. More than that, this transition is already 
being made. 

Both Dr. Berkner and I, and perhaps others here—I am sure you 
have heard him speak and I have given two individual papers re- 
cently before the Physical Society in which I presented this pro- 
gram—are aware of the attraction of this program. It was easy to 
feel the response of the younger scientists to both the experimental 
and theoretical challenge of this program, to the necessity of this 
program. 

After each one of these talks people came up and asked me about 
the program, how they could get in. I am quite sure the program 
itself, because of careful planning, its broad interest and so on, will 
compete with the other fields. This is the way programs are built up. 

This was one final point I wanted to make with regard to some of 
the highlights in the international geophysical year. 


WEATHER WARNINGS 


Dr. Bronk. May I just add a word? When we were meeting last 
year and diseussing this, I said that I considered it a great privilege 
to be able to do something to support this in view of the fact that I 
was a disinterested individual, because of my field being in biology. 

Last summer, while three of these men were getting ready to go to 
Rome for this conference, I happened to be coming down the New 
England coast with my schooner from the Bay of Fundy. The day 
after I got into Woods Hole Harbor, I was caught by hurricane Carol 
and shipwrecked and lost my 50-foot schooner—along with a good 
many other boats. 

Mr. Boland can speak as to the total loss in the State of Massachu- 
setts alone that arose as a result of the completely inadequate warning 
of the course of that hurricane. As I was watching my boat go, I 
thought what a small part this budget was of the terrific cost along 
the New England coast. I spent a good part of the war at Randolph 
Field and there I saw much loss of airplanes because of inadequate 





332 


warning. I just cannot be on record as saying that I am a disinter. 
ested individual 

Mr. Yares. I think you are interested now. 

Mr. Tuomas. Dr. Bronk, do you think we will solve all these prob- 
lems in this year of 1956? 

_Dr. Bronx. No, I am sure out of the studies that are here ep. 
visaged—I am now speaking as a member of the Weather Services 
Advisory Committee to the Department of Commerce—that out of 
this information is going to come very valuable knowledge which will 
start us on our way toward a better understanding of the origin of 
these tropical storms, just as Dr. Berkner indicated. 

It is the movement of these air masses from sources and by forces 
still unknown that is of such vital importance. 

Mr. Tuomas. Do you want to give us a little statement here, Dr, 
Barnard ? 

Dr. Barnarp. Technically, it is quite beyond my comprehension, 

Dr. WATERMAN. It is significant now that there comes the time when 
not only can we take these worldwide observations but modern tech- 
niques will let us carry them further than before. For example, we 
have the rockets that go ’way up now. 


1955 APPROPRIATION AND 1956 BUDGET 


Mr. Puiuies. I would like to ask Dr. Kaplan what he means by 
“a long-term program.” You mean just in connection with this; do 
you not? 

Mr. Karwan. Yes. 

mi) Yates. What was your budget request of this committee last 

ear 
1 Dr. WATERMAN. $2,500,000. 

Mr. Yates. Did we allow you the whole amount? 

Dr. WATERMAN. This committee allowed $1,500,000 and it was raised 
to $2 million. 

Mr. Yates. Has the entire $2 million been allocated ? 

Dr. WATERMAN. There is a balance of about $300,000. 

Mr. Puiurrs. What is allocated? You are not entirely sure those 
will be the entire figures? 

Dr. WATERMAN. Reasonably sure. 

Mr. Puiutrs. Have you a firm commitment on your equipment, 
and so forth? 

Mr. SuHepparp. On a great deal of it. 

Mr. Yates. How much have you committed so far? 

Dr. WATERMAN. All but $300,000. , 

Mr. Yates. You anticipate the balance will be committed by 
June 30? 

Dr. WATERMAN. Yes. 

Mr. Yates. How much money did you request of the Bureau of 
the Budget? 

Dr. WATERMAN. $11 million. 

Mr. Yates. There was no cut made? 

Dr. WATERMAN. No. 

Mr. Yates. Mr. Thomas asked you whether you can get along with 
$10 million and you made the statement that you could not get along 
with $10 million because of the fact that you had undertaken com- 
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mitments which would require the expenditure of the balance because 
of the stations—— 

Dr. WaterMAN. Only that these obligations seem to be necessary 
to complete the program. The $11 million is our best estimate. 

Dr. Bronx. Would it be a fair statement to say that because of the 
fact that this is so tied together that if you start cutting off, you cannot 
cut across the board on a percentagewise basis and start taking out— 
that the whole thing gets broken apart? 

Dr. Kaptan. Even at the present stage of the technical panels, Mr. 
Chairman, we have srompretabanets, members on several panels. If 
my experience with auroroa and airglow is any criterion, then the 
estimates of costs have been quite critically and knowledgeably made 
up. 
he that panel there are men who have built equipment, who know 
very well what equipment costs and have carried on these types of 
experiments that are contemplated on this more intensely concen- 
trated matter. 


ESTIMATE OF OBLIGATIONS FOR INTERNATIONAL GEOPHYSICAL YEAR 


Mr. Yates. What portion of the $11 million is for personal services 
and what for equipment ? 

Dr. WaTERMAN. $4,606,850 for salaries. For equipment and facili- 
ties, $3,695,200. 

Mr. Yates. In which of those items is for travel, or is that another 
one? 

That is in addition to salaries and equipment ? 

Dr. WaterMAN. In addition. It is $462,450. Similarly, supplies 
and materials are listed independently. 

Mr. Yates. You were referring to a breakdown in giving this last 
answer. What page of the justifications does that appear on? 

Mr. Suepparp. It is not in the justification. It is a table that I put 
together prior to coming to the hearing. 

Dr. WaterMAN. Would you care to have it? 

Mr. Yates. Yes. Would you provide a copy to the reporter to be 
put in the record at this particular time? 

(The material is as follows :) 


International Geophysical Year—Summary 








Com- | Data 


5 om i 
|Transpor-| muni- | Supplies| Equip- | — 
Salaries tation of | cations and |ment and! a 
things and | materials} facilities | publi- | 


utilities cations 





i 
Astrogeophysical measure- 

ments $159, 300 $17,300| $2, $13, 400 |$18,800 | $214, 900 
Meteorology 638, 100 ’ 613, 300 | 40,000 | 2, 083, 000 
Oceanography and gla- 

ciology . ' 17,700 | 3, , 762, 200 | 50, 000 , 618, 000 
lonospherie physics ; ; 81, 100 , 700 | 422, 600 | 87,400 | 1, 708, 600 
Aurora and airglow..__-__- ; ; 39, 800 , 300 | »é 386, 500 | 75,000 | 1, 516,000 
Geomagnetism . 160, 000 | 23, \ 659, 000 | 40,000 | 1, 409, 600 
Cosmic rays 566, 200 } 80,500 | 22, 31, 315, 800 | 29,800 | 1, 172, 800 
Rocket exploration of the 

upper atmosphere ’ ! | 58, 500 | | 467,100 | 37,000 | 660,800 


Technical direction la -| 8,000 000 | 55,300 | 8,000 | 616, 300 

















538, 100 |140, 400 |1, 171, 000 |3, 695, 200 |386, 000 |11, 000, 000 
! j 
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ASTROGEOPHYSICAL MEASUREMENTS PROGRAM 


Mr. Yares. The data on page 30, showing astrophysical measure. 
ments, may be put in the record at this point. 
(The material follows :) 


1. Astrogeophysical measurements 


| Special | | 

| Data re- 
Solar | flare and | yw, | ‘ 
flere | corcna | Warning | duction | 


i j { yt - 
patrol | measure-| Service | and pub 
ments | 


bY tangbatwrord Lig poy | 


Salaries -| ,900 | $61,200 | $45,000 $7,200 | $159,340 
Travel : By OBOE ib ce ee fd ebihasct esas} 3, 600 
Transportation of things ee a ia i 
Communications and utilities. ._....._.-...-_._-----}.22 22. 200 

Supplies and materials... ' ‘ ; 
Equipment and facilities. _._.................-.----- ; Sean Thanos 13, 4) 
Publication ae | -| , 18, 80) 


Total 





ietatuibitiaatl a 
| 73,400 | 62, 100 | 26,000 | 214, % 





Mr. Yarers. Is there anything to be said to justify that or will your 
previous statements take care of it ? 

Dr. Kaptan. The sum is the key to all of these. 

Dr. Waterman. Dr. Kaplan only gave specific justifications by way 
of example. The complete justification under these headings is on 
page 351. 

Mr. Yates. Suppose, then, you tell us why you need the amount of 
money that is set forth on page 30. 

Dr. Berkner. One of the most important factors, of course, is the 
control observations of the sun since the sun influences so much of 
our environment on earth. It happens that our observations of the 
sun are not continuous because of the geography of the earth. There 
is a very bad gap in the Pacific when the sun at the present time is not 
under observation. 

Part of the United States responsibility will be to fill that gap; to 
enhance the observations that are going on within our own country at 
the present time, to make continuous observations of the sun by means 
of the coronagraph so that we have the full information coming from 
the sun while we are making our observations in the international 
geophysical year. 

Mr. Opisnaw. We might mention the warning service for special 
days. On days of unusual solar disturbances, on days of unusual quiet 
or on days when there are storms in the upper atmosphere, it is pro- 
posed to have sets of measurements taken at more frequent intervals 
than other days because these days will give us clues to interrelation- 
ships between fields and also interrelationships between these fields 
and solar activity. ; 

Following page 30 there is a general description of the program In 
this area. You may wish to include that in the record. You will 
notice that each of the sections has a similar short descriptive section 
following the overall budget. 
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METEOROLOGY PROGRAM 


Mr. Yates. Mr. Reporter, will you put into the record next the data 
appearing on page 36, which is the summary of the requested appro- 
iation for the meteorology program, representing a total of 
<?,083.¢ 100. 

(The justification referred to follows :) 


2. Meteorology 


Southern bale Equatorial; Data re- 
Hemisphere eee Pacific duction 
|} Measure- | = measure- | and pub- 


ments | ™ nts ments lication 


Total 


Sal WK oon aan dacadakepancese nia $63, 000 $471, 000 | $62, 100 $42, 000 $638, 100 
Travel his oben sa = 18, 000 | 36, 000 9, 000 0 63, 000 
Transportation ‘of things - : | 78, 500 17, 000 5, 000 0 100, 500 

Communications and utilities... _-- i 500 0 200 0 700 

supplies and materials - - . -- —— 259, 000 327, 000 41, 400 0 627, 400 

Equipment and facilities __ _- ; 170, 000 411, 000 32, 300 0 613, 300 

i Raat , ae ; 40, 000 40, 000 


Total ; ‘ 589, 000 1, 262, 000 | 150, 000 82, 000 2, 083, 000 


Mr. Yates. Would one of you gentlemen care to justify that 
figure? If you think there are specific things that require justifica- 
tion, I would suggest you address yourselves to them. 

Mr. OpisHaw. Dr. Kaplan has discussed the meteorological program 
and Dr. Berkner has spoken on the matter. 


COMPUTATION OF COSTS 


You may be interested in a couple of figures in this program as 
to how costs were arrived at. If you will turn to page 41, under the 
heading, “up piies and materials,” there is an item in the sum of 
$200,00. helium, $22,000-——— 

Mr. Yates. Sky hooks? 

Mr. Opisuaw. In fact, they are. I can give you some information 
on how those costs were arrived at, and similar methods were used 
to arrive at other program costs. In this case the first thing that 
was done was to establish the number of observations during the 
IGY in this region, taking into account that 2 soundings were to 
be made per day for 11% years, and that some 70 observations would 
be needed in the training program and the trial month before the 
IGY, and also that experience has shown a 6 percent failure in 
instruments and observations. 

Summing up these estimates in simple equation, you have the 
following: 365 days times 1.5 years times 2 daily observations times 
1.06, the factor to account for the losses, plus some 70 training obser- 
vations, which gives us a total of 1,231 measurements per station. 
Multiplying by the number of st: itions, which in this case is 5, gives 
6.155. The cost of instruments may be broken down into 3 parts: 
$2.51 for each ballon, $31.42 for each radio, and $4.25 for the batteries, 
totaling $38.18. 

These are Weather Bureau costs for supplies in the order of 5,000. 
10,000, and 20,000 sets. 

The total cost for the 6,155 measurements is $234,997.9 

58616—55—pt. 1——22 
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Helium cost was arrived at similarly, using the cost of $28.16 pe 
thousand cubic feet, and the need for approximately 130 feet pe 
balloon. With the 6,155 balloon flights, the cost comes to a little ove 
the $22,000. 

Mr. Yates. Do you want us to assume that all of your other cql. 
culations were as exact as that one? 

Mr. Opisuaw. They were similar. In meteorology they were cloy 
to it. We had cost figures in many of these programs based oy 
purchases 6 or 12 months ago, and 2 and 3 years ago. In many cases 
we had asked for bids even before we were in a position to let contracts, 
to see what the market was. 

Mr. Yares. You are saying there is no padding in the figures here! 

Mr. Opisuaw. No. 


OCEANOGRAPHY AND GLACIOLOGY PROGRAM 


Mr. Yates. Will you put page 44 in the record ? 
(The justification follows :) 


3. Oceanography and glaciology 


Tide and |Subantarc-} Arctic and | Data reduc- 
surge tic ocea- Antarctic | tion and 
stations nography | glaciology | publication 


$614, 100 

86, 000 
Transportation of things ; . 17,70 
Communications and utilities ; . 0 3, 500 
Supplies and materials J { bs 84, 500 
Equipment and facilities ; ss 762, 200 
Publication 


Mr. Yates. Do you want to speak on this item of oceanography and 
glaciology ¢ 
Dr. Waterman. Dr. Berkner said a little about it in relation to the 
Antarctic. 
POSSIBLE EXPANSION OF PROGRAM 


Dr. Berxner. I thought Mr. Odishaw might have some comment to 
make with respect to it. I thought he might have something to say 
about the development of the program since Rome which may not be 
completely reflected in these figures. 

Mr. Yates. Is this a larger program that you have here than you 
envisaged when you went to Rome? 

Mr. OptsHaw. No, but there were developments there that have now 
led to certain considerations by the committee and its panels, plus 
some added work recommended at Rome. 

Mr. Yates. Should we know what occurred during the Roman 
holiday ? 

Mr. OpisHaw. We would be glad to tell you. 

Mr. Yates. Do you want this on the record ? 

Mr. OptsHaw. I do not know the propriety of the situation, as to 
whether the committee’s recent considerations should be on or off the 
record. This area is not part of the budget, as such. We are working 
it out and will not be able to give you a definite figure. 
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(Discussion off the record. ) 

Mr. Yates. If you are considering an expansion of the program 
which might possibly entail additional expense, I wish you would 
advise the committee. 

Mr. OptsHaw. There are three other areas where this may be in- 
volved. The first of these has to do with added work at the three 
originally planned Antarctic stations. The International Committee 
at Rome, in part at least, in view of the extended chain that now ap- 
peared possible, urged all nations to undertake as much work in every 
field as possible. This may mean that we shall have to add some 
activities and projects at our three stations that we had not originally 
planned for. ; 

The second area has to do with the equatorial Pacific. There again, 
in view of the amount of activity, the international meeting recom- 
mended that additional work be done there and that even a better 
network of stations be added. 

In this connection we are considering some addition to the activities 
of some of the stations. 

Mr. Yates. How much will that addition cost ? 

Mr. OpisHaw. We are not in a position to state an estimate now. 
] would like to make this off the record. 

(Discussion off the record.) 

Mr. OpisHaw. The last area has to do with programing in seis- 
mology and gravity measurements which the Rome meeting strongly 
recommended. A major portion of this has to do with the Antarctic. 
Dr. Berkner has already alluded to the snow and ice cover studies of 
the continent. We are now considering this program. 


IONOSPHERIC PHYSICS PROGRAM 


Mr. Yates. Mr. Reporter, will you put page 53 in the record ? 
(The justification follows :) 
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Mr. Yates. Is there anything that you gentlemen should say in justi- 
fcation of that appropriation or shall we pass on to the next ? 

Dr. Berkner. There are 1 or 2 points I think you might be inter ested 
in, Mr. Chairman. The ionospheric physics program is devoted pri- 
marily to determining the physics of the outer atmosphere that affect 
or diminish the effectiveness of wave propagation from time to time. 

However, there are included in this program a number of quite new 
phenomena, that you might be interested in, which we do not under- 
stand . all. This work ‘that I am going to mention has started with 

the U. S. S. Atka’s trip to the south. There was a phenomena that 
was disc Sones a few years ago known as whistlers. It was thought 
they were caused by thunderstorms. It was discovered that whistlers 
had p peculiarities that could not be attributable to local thunderstorms. 
The recorder will not be able to take this down, but it starts with a 
high-pitched whistle [at this point Dr. Berkner whistled the note char- 
acteristic of whistlers], and then oddly enough, about 2 or 3 seconds 
later, there will be a second one; you notice it slows Jove. 

Then a little while later there is a third one. It sounds about like 
that. It was a unique theory which was worked out by a chap named 
Storey: that a lightning flash at one end of the earth’s magnetic field 
line would be transmitted out into space, reflected at the north end 
and then go back to the south end. If you follow out that theory, it 
can explain the lower tapering of the whistler. The first step was to 
find out whether you got whistler storms in the north and south both 
atthe same time. We have just heard reports that in fact some of the 
storms do correspond in the Southern Hemisphere. This gives us now 
the key to the next set of measurements to be made. They are bringing 
the timed tapes back on the A tka. 

In the Antarctic will be established much more exact measuring 
techniques. If these waves travel out into space, we have a new tool 
of what is going on in space, far outside our atmosphere by several 
thousand miles. 

AURORA AND AIRGLOW PROGRAM 


Mr. Yates. The next appropriation request is on page 68 which the 
recorder will put in the record, relating to aurora and airglow amount- 
ing to $1,516,000, which was described most comprehensively by Dr. 
Kaplan. Is there anyone who wants to say something more? 


Dr. Kaptan. No. 
(The justification follows :) 


5. Aurora and Airglow 
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Photo- 
metrie 

obser va- 
tions 


Visual and 
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a Jata rr. 
| special Data re 
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duction and Total 
publication 


' 
Radar-type| Spectro- 
observa- graphic 


observa- 
eget tions | patrol 


tions 


pi eS... ial — $82, { 500 $197, 600 | $210, 400 $120, 000 $239, 400 $849, 900 

rave] 5, 000 13, 000 | 5, 000 3, 000 5, 000 34, 000 
Transportation of things 6, 800 15, 000 | 13, 000 5. 000 0 32, 800 
Communications and utilities 5, 300 16, 000 2, 600 , 600 1, 800 37, 300 
Supplies and materials. 8, 700 2, 400 43, 400 22 000 17, 000 93, 500 
aut ment and facilities... - 83, 700 | 76, 000 141, 800 0 85, 000 386, 500 


ORCNANGIIE en : 75. 000 75. 000 





192, 000 | 320, 000 416, 200 | 4, 6 423, 200 516. 000 
| | 
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GEOMAGNETISM PROGRAM 


Mr. Yates. The next is page 79, relating to geomagnetism, which 
the reporter will insert in the record. 
(The justification follows :) 


6. Geomagnetism 


North | Pacific |Data reduc- 

American island tion and 

measure- : | measure- | publica- 
ments | ments | network } ments tion 

} | } 


Antarctic |Close-spaced 
measure- auroral 


Salaries.._.._.................| $117,600 $62, 900 74,800 | $133,400 | $50, 400 $439. 104 

12, 400 | 900 | 6,000 | 22, 700 0 42.000 
Transportation of things. ____- 17,000 | 9, 700 24, 300 109, 000 ) 160, 00 
Communications and utilities 250 | 250 | 21, 400 | 2, 000 0 
Supplies and materials___.___- 9, 400 23, 500 | 6, 800 5, 0 
Equipment and facilities. ___ 183, 800 | 65, 000 83, | 0 
Publication ae an eta 40, 000 


23, OF 
45, 600 
659, 000 
40, OO 
340,450 | 162,250 | 360,500 | 456,000 | 

| | ! 


90,400 | 1, 409, 60 


Mr. Yares. Is there anything you want to say about that program’ 


COSMIC RAYS PROGRAM 


The next appears on page 87 and deals with cosmic rays which we 
will put in the record. 
(The justification follows :) 


7. Cosmic rays 


Primary Altitude- | ,, | Data re- 
spectrum | latitude | ae, | duction | 
determi- determi- oiente | and publi- 


nations nations | cation 


Total 





Salaries_..--__- $236, 400 $152, 400 $170, 200 
OE aicsiciniinwe 10, 000 10, 000 | 7, 500 
Transportation of things...............-_.- 15, 000 25, 000 40, 500 0 80, 500 


$7, 200 $566, 200 
Communications and utilities. _. 12, 000 3, 000 | 7’ 000 | 0 | a 
| 


0 27, 500 


Supplies and materials. _._.........._--__- 36, 000 55, 000 | 40, 000 0 131, 000 
0 | 315, 800 
29, 800 29, 800 


Equipment and facilities 93, 000 | 
Publication leat eeel 


91, 000 | 131, 800 | 


402, 400 | 336, 400 | 397, 000 | 37, 000 1, 172, 800 











Mr. Yates. Is there anything on that justification ? 


ROCKET EXPLORATION OF THE UPPER ATMOSPHERE 


The next one is page 93 which we will put in the record, rocket ex- 
ploration of the upper atmosphere. 
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(The justification follows: ) 
8. Rocket exploration of the upper atmosphere 


60-mile 175-mile oe 
measure- measure- 


our ore and 
ments ments publication 


Total 


| 
0 a $14, = | tied + 

$62, 000 

14, 500 0 





385, 000 | 51, 000 | 


Dr. WaTERMAN. This is the completion of the program started this 

year. This is the balance. 
‘Mr. Yates. That explains the difference in the request. That com- 
pletes the appropriations data. Have you any good educated guesses 
as to any additional amounts you may want with relation to the 
idditional Roman development that you spoke of ? 

Mr. Optsuaw. As I said before, we have not worked out the details 
ofthat. But I would say that a general statement with respect to the 
nagnitude of what might be involved would indicate that it is a rather 
mall fraction of the total program. 

Mr. Yates. Is it possible that such an increase may be absorbed in 
this appropriation ? 

Dr. WaterMAN. I think it is unlikely. 

Mr. Yates. You feel you are that close to the margin? 

Mr. OptsHaw. Yes. 

Dr. Berkner. I would like to make a statement in that regard. The 
problem is that the appropriation is specifically for stations which 
are required to fill out the world network. The difficulty of going 
ahead and trying to shift is that it would mean canceling a station 
for which we have a certain responsibility to the whole world program 
for maintaining it. 

This is why it is so difficult to shift money from one application to 
another. 

Dr. Bronx. It is fair to say, Doctor, is it not, that the budget re- 
quest as here presented can be considered on its own merits without 
having any problematical consideration of anything further ? 

Dr. BerKNER. I would say that is so. 

Mr. OpisHaw. I would like this off the record. 

(Discussion off the record.) 

Mr. Yates. The cost of that are all included in this appropriation ? 

Mr. OpisHaw. Yea 


ROCKET-RESEARCH DEVELOPMENT 


Mr. Evins. Dr. Kaplan referred earlier to our rocket-research 
development. In connection with that and the overall program I 
have been interested in noticing these letters in the appendix of your 


request for funds. Mr. Sinclair Weeks indicates no duplication of 
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activities of the Department—I am sure he is referring to his Depart. 
ment—no duplication with respect to that Department. The State 
Department comments: “The Siete itself, has traditionally 
fostered international cooperation.” ; 

Mr. Lewis Straus’said: 

We are particularly interested in the proposed cosmic-ray program as a proper 
understanding of these rays have considerable importance to our program, 
Nearly all of the participation by the Commission i cosmic-ray research, how. 
ever, is accomplished through means of a program administered by the Navy, 

Mr. Evins. The Navy Department is undertaking a great deal of 
this work. I know the Air Force and the other defense departments 
are doing a great work in rocket research, in aerodynamics, and other 
high-speed tests and research. You indicated the Weather Bureau, 
the National Science Foundation, the Bureau of Standards are like- 
wise engaged in similar work. I just wondered what would be the 
comment of all of you gentlemen with respect to possible duplication 
of effort or some overlapping of functions ? 

Dr. Waterman. In the case of the cosmic ray research ? 

Mr. Evins. The overall program. Mr. Weeks says there is no 
duplication in his department. This participation in these clearcut 
age internationally is something that could not be very well done 
oy individual agencies unless they are participating in the plan, 
have scientists participating in the plan. They will be making local 
observations as the Weather Bureau does. Does participation in your 
plans require being recommended by the National Committee ? 

Dr. WarermMan. That is right. 

Mr. Evins. With respect to this singular program, but I was speak- 
ing about the overall scientific and research studies. In this publica- 
tion, “Federal funds for science,” the Department of Defense leads 
all others with $1,167 million for research and development. 

Dr. Bronx. All these various agencies that have normal research 
activities going on from time to time are all being articulately tied 
into this overall program. We are completely informed of the plans 
here and everything that is done would be tied into this program. It 
is the same with the Air Force. 

Dr. Waterman. The Navy and Weather Bureau stations are tied in, 

Mr. Evins. I think the National Science Foundation should head 
it up and this agency should then disseminate it. 

Dr. Berkner. May I say as an outsider watching the coordination 
going on that I think it has been extraordinary. I would be very 
astonished, indeed, if there is any duplication of effort at all. On the 
other hand, the regular operating elements of the Government are 
contributing to this through their regular programs, as Dr. Bronk 
says. 

Mr. Evins. I feel sure that you, Dr. Berkner, and others are familiar 
with the great Air Force research development cénter in my district in 
Tennessee, which I think is the greatest in the world. 

Dr. Kapitan. One of the methods of visualizing supersonic flow at 
pressures which are so low that the conventional methods do not work 
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ytually resulted from some of my attempts to produce aurora in a 

jboratory by using nitrogen after glows. It turned out that the only 
possible method of simulating high altitude flight was based on this 
method. 

Mr. Evins. May I add that I urge upon you gentlemen and invite 
the fullest cooperation with the Arnold E ngineering Development 
(enter in Tennessee. 

Dr. Kaptan. Dr. Bronk and I are two of those who, at the time the 
wnter was contemplated, planned— 

Mr. Yates. I am interested in this letter which Mr. Evins referred 
to of the Atomic Energy Commission in which it is pointed out that 
the program has only peripheral relationship to the program of the 
\tomic Energy Commission. Was the fallout problem present before 
that time @ 

(Diseussion off the record. ) 

Mr. Botanp. Mr. Chairman, I wish to commend these gentlemen 
for the presentation they have made. As you gentlemen probably 
know, sometimes these programs run into storms on the floor. I think 
what you have told us today will enable us to justify pretty well the 
amount you have set out in the budget. You have proved it to me 
at least as an individual, and we should be able to prove it to the 
Congress, that this is a study that is very important to the Nation 
from the point of view of national defense as well as from many other 
points. 

Mr. Yates. Thank you very much. Are there any other state- 
ments you want to make for the record before we terminate the 
hearing ? 

Dr. Berkner. Mr. Chairman, I was wondering if you were aware 
of the interest that was taken by Pope Pius at the time we were having 
our meeting at Rome. He called the group together at the palace and 
made a tall, a copy of which I have here, relating directly to the work 
that we were ate Cae Ri 

Mr. Yates. How long is it? 

Dr. Berkner. It is short. It is in French, but with my poor trans- 
lation I can give you my own version. 

(The translation is as follows :) 

The International Geophysical Year 1957-58 deserves very special attention. 
It, in faet, will be the third such undertaking. The International Polar Years of 
1888 and 1932-33 furnished such interesting results that experts from the various 
scientific disciplines were induced into planning, for this international year, 
Simultaneous observations over the entire globe, in particular the Arctic and 
Antarctic regions. This plan is so vast that it can only be executed through very 
close collaboration among a large number of countries. We can hope not only 
that the expected results for the world will be proportional to the immense 
amount of work put forth, but also that this striking example of international 
collaboration and goodwill will advance the cause of world peace. 

Mr. Yates. Why don’t you have it translated? I will submit it to 
the chairman. Thank you very much, Doctors, Professor, and all. 
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Tuurspay, Fesruary 10, 1955, 
NATIONAL ADVISORY COMMITTEE FOR AERONAUTICS 


WITNESSES 


DR. JEROME C. HUNSAKER, CHAIRMAN, NACA 

VICE ADM. RALPH A. OFSTIE, MEMBER, NACA 

LT. GEN. DONALD L. PUTT, MEMBER, NACA 

DR. HUGH L. DRYDEN, DIRECTOR 

DR. JOHN F. VICTORY, EXECUTIVE SECRETARY 

JOHN W. CROWLEY, ASSOCIATE DIRECTOR FOR RESEARCH 
RALPH E. ULMER, BUDGET OFFICER 


SALARIES AND EXPENSES 


Amounts available for obligation 


(Balances for June 30, 1954, are as certified under sec. 1311, Public Law 663) 


1954 actual | 1955 estimate | 1956 estimate 





Appropriation or estimate 
Reappropriation of prior year balance 


Total available for obligation 
Balance reapprovriated for subsequent year 
Unobligated balance, estimated savings 


Obligations incurred 


Obligations by activities 


Description 1954 actual | 1955 estimate | 1956 estimate 


. Aerodynamic research . $25, $26, 996, 000 | $33, 600, 000 
.. Powerlants research 5, 246, 15, 399, 000 | 18, 025, 000 

; | 8, 640, 000 
. Operating problems research Sa a ee i, 675, 000 , 803, | 1, 830, 000 
. Headquarters management and coordination -- : 1, 370, 422 2 | 1, 386, 000 | 1, 406, 000 


Obligations incurred : , 49, 588, 22 | 52, 000, 000 | 63, 500, 000 
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Obligations by objects 


Object classification 1954 actual | 1955 estimate | 1956 estimate 





} ime equivalent of all other positions 1 1 
verage number of all employees 421 


| 
Total number of permanent positions ne ie ala ; | 7, 157 | , 719 
umber of employees at end of year papas, . 157 | 719 | 


1 


verage salaries and grades: 
General schedule grades: | 
Average salary aliaiiistia iia ede $5, 473 | $5, 534 $5, 6 
Average grade a iS-8.! iS-8.4 Gs 
Grades established by the Director of the NACA | 
Average salary............-- , $4, 637 | $4, 63 $4, 6 
Average grade wer dais NACA-9.6 | NACA-9.5 NACA 


Personal services: 
Permanent positions-------- = --------------| $36,047,047 | $37, 794, 036 $43, 340, 
Other positions. .___- swab seen 3, 864 | 8, 100 7 
Regular pay in excess ‘of 52-week base ect , 065 153, 339 | 172, 3 
Payment above basic rates eat ted an 225, 607 248, 400 280, 7 
Other payments for personal ser iM 1, 125 


Total personal services._.__... Sete ehee 36, 417, 583 38, 205, 000 43, 800, 
Travel P : 304, 759 310, 000 350, 
Tri insportation of things. hea eae sii 5, 594 102, 050 | 110, 
Communication services. -- iittadet Sessubibetde 2, 921 178, 700 | 180, 
Rents and utility services: | 

Electric power __- . ieee 3, 369, 498 | , 374, 000 8, 000, 
Other rents and utility services oe eeecene’ 511, 506 660, 450 | 800, 0 
Printing and reproduction. -__--_-- iieseees eet 3, 574 | 108, 000 108, 
Other contractual services: 
Repairs and alterations. ------ Sars 76, 452 988, 600 1, 300, 
Miscellaneous contractual services. _._........._- 5, 128 | 280, 350 312, 
Research contracts_-_-- eg oad 3, 944 750, 000 800, 
Services performed by other agencies: | | 
Research - eam iN iste ioadehaih tl 96, 400 200, 000 200, 
Security investigations. Se = 95, 475 | 100, 000 | 100, 
Other special tae ees 37, 285 | 71, 850 100, 
Supplies and materials____.___--- aan 4 , 110, 038 , 007, 340 | 5, 000, 
Equipment. : = J eK 9, 025 , 563, 100 2, 200, 
Refunds, aws ards, and indemnities___.___- tele kde eae 973 8, 000 | 6, 
Taxes and assessments.......-.___. thee 3, 672 97, 560 140, 


Subtotal __--- 49, 593, 827 "52, 005, 000 33, 506, 
Deduct charges ‘for quarters and subsistence soha Be 5, 405 | 5, 000 | 6, 


Obligations incurred -_-._---.-- - : 49, 588,422 | 62,000, 000 63, 500, 


Analysis of expenditures 


(Balances for June 30, 1954, are as certified under sec. 1311, Public Law 663) 


| 
1954 actual | 1955 estimate | 1956 estimate 


| | | 
Obligated balance brought forward 7 ; | $6,919,047 | $6,424,171 | $7, 300, 000 
Obligations incurred during the year sas ; | 49, 588, 422 52, 000, 000 | 63, 500, 000 


| 
56, 507, 469 58, 424, 171 | 70, 800, 000 


i istment in obligations of prior years sre! —181, 103 | —224,171 | 250, 000 
Obligated balance carried to certified claims account —107, 987 —150, 600 — 150, 000 
ligated balance carried forward. y ; ----) 6,428,171) —7, 300, 000 | —10, 450, 000 


Total expenditures-.._ Lae seks | 49, 794, 208 50, 7 750, 000 | 59, 950, 000 


Expenditures are distributed as follows: 
Out of current authorizations__ wii achkwetecckeccn «See 45, 500, 000 | 54, 000, 000 
Out of prior authorizations... _._--- eal 6, 001, 222 5, 250, 000 5, 950, 000 
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CONSTRUCTION AND EQUIPMENT 


Amounts available for obligation 


(Balances for June 30, 1954, are as certified under sec. 1311, Public Law 663) 


1954 actual 1085 estim: ate 1954 estimate 


Appropriation or estimate _ - hs $7, 239,000 | $4, 620, 000 $13, 000, 009 

Unobligated balance brought forward : ‘ aint 11,119,591 | 13, 272,404 | 6, 892, 404 
——__-—, —-- ——— eens 

Total available for obligation __- xsd! imasenst, SSO eee | 17, 892, 404 | 

Unobligated balance carried forward. ; ; : ---| —13, 272,404 | —6, 892, 404 


19, 892, 404 
—H, 392, 404 


Obligations incurred . she vewinbinie oeew _ 5, 086,187 | 11, 000, 000 | . 500, 00K 


Obligations by activities 


Description 1954 actual | 1955 estimate | 1956 estimate 





Aerodynamic research... _- a a oc elle 9 doh 0 A $4, 725, 000 | 
2 Powerplants research ___ | 804, 730 | 900, 000 | 
3. Aircraft structural and operating problems research. ________| 2, 960, 174 | 5, 375,000 | 


$2, 900, 000 
3, 720, 000 
1, 880, 000 





Obligations incurred_.._......-....-.._-_-- 5, 086, 187 | 11, 000, 000 | 8. 500, 00) 





Obligations by objects 


10 Lands and structures: 
1954_ __ oct $5, O86, 187 
1955 S er ers ; acu ee Ee SS $11, 000, 000 
1956 $8, 500, 000 


Analysis of expenditures 


(Balances for June 30, 1954, are as certified under sec. 1311, Public Law 663) 


| 
1954 actual 1955 estimate | 1956 estimat: 


| * 
Obligated balance brought forward ini pees | $10, 406, 687 $7, 455, 740 $14, 455, 740 
Obligations incurred during the year__...._..-_-. el 5, 086, 187 11, 000, 000 8, 500, 000 


| 15,492,874 | 18,455, 740 | 355,74 740 
Adjustment in obligations of prior years —788 


Oblig: ited balance carried to certified claims account..._.-.__-| —18, 327 |_. ? = 
Obligated balance carried forward _ _- ee oe ncucswse] —%) 455, 740. | 14,455.70 | —13, 455,740 


Total expenditures.......................--- | 8,018, 019 | 4, 000, 000 | 9, 500, 000 





Expenditures are distributed as follows: 
Gut of current authorisations. ............020-..665-6-... 15, 209 100, 000 | 100, 000 
Out of prior authorizations_______- : ei te eae 8, 002, 810 3, 900, 000 9, 400, 000 


Mr. Tuomas. The committee will please come to order. 

We have with us this morning the National Advisory Committee for 
Aeronautics representatives, and it is certainly nice to see our distin- 
guished friends again. 

We have present Dr. Hunsaker, Chairman, National Advisory ¢ ge 
mittee for Aeronautics; Vice Adm. Ralph A. Ofstie, a member of 
NACA; Lt. Gen. Donald L. Putt, a member of NACA; Dr. Dryden, 
the Director; Dr. John F. Victory, executive secretary; Mr. John W. 
Crowley, Associate Director for Research, and Mr. Ralph E. Ulmer, 
budget officer. 

Dr. Hunsaker, have you or Dr. Dryden or any of your staff a state- 
ment for us? If you have such a statement, we shall be delighted to 
hear from you. 
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GENERAL STATEMENT 


Dr. Hunsaxer. Mr. Chairman and gentlemen, I would like to begin 
with a general policy statement which my colleagues on the Committee 
have authorized me to make to you. 

Airplanes capable of delivering A-bombs and H-bombs on military 
objectives have become the greatest military weapons. In addition to 
airpl nes, there are guided missiles being developed, with much prom- 
ise, Which also may carry such bombs. 

Our potential adversaries show no sign of letting up their anti- 
American ideology and aggressive plans. We are told by them that 
their military budget i is up 12 2 percent. They are training ? or 3 times 
as many engineers as we are, and the new regime is supporting heavy 
industry at “the expense of consumer goods. 

Under the law, it is the duty of the National Advisory Committee 
for Aeronautics to anticipate the research needs of aeronautics, and 
to present to the Congress timely plans for modernization of research 
facilities, and construction of new facilities, and for the conduct, on an 

rlequate basis, of the most needed scientific investigations. 

All signs point to the need for America to be alert “and to think and 
plan realistic ally. The advent of service airplanes operating at super- 
sonic speeds is greatly increasing the difficulty of problems requiring 
sc ‘entific investigation, 

The problems are more complex, and they are interrelated, as well 
as expensive, 

There is an international rivalry to develop the best airplanes, and 
the foundation for that is leadership in scientific research. I think 
we have had leadership, and we are doing the best we can with the 
funds available. 

My colleagues on the Committee have now reviewed the interna- 
tional situation and have directed me to submit to you gentlemen an 
enlarged estimate over our current year. 

At their suggestion, I called upon the President and explained the 
situation to him, and as we see it. He supported our views. 

The policies and principles which are reflected in these estimates 
were determined not by the staff of our organization, but by the Com- 
mittee members, all of whom are appointed by the President and serve 
as such without compensation. 


BASIS FOR INCREASED REQUEST 


The additional funds are needed for two broad reasons: First, be- 
cause In our opinion the design and development of new types of air- 
craft are not now adequately supported by basic research data. That 
leans we are going a little bit faster than our knowledge. We some- 
times are taking a chance in some of these new developments. The 
relatively little more research money will yield results of the value of 
many times the cost in improved airplanes. 

Second, we are in this international race with an adversary who is 
bending every effort to excel, and that race starts at the research lab- 
oratories; it might be decided there. 

We cannot know with certainty how well we are doing with respect 
to the Soviet. We like to believe that we still have a lead in quality, 
but we do know that the Soviet is accelerating its program, and we 
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do know that aeronautical science in this country is suffering for , 
lack of funds sufficient to attack many scientific problems which ap. 
pear as if they should be gone into. 

That is, we have to be selective in choosing the problems for jp- 
vestigation, and we have quite a time to make the hard decision to 
postpone or to slow down an attractive research opportunity. 

This year the Committee is requesting $63,500,000 for salaries and 
expenses. That includes an increase of $5,650,000 to operate the three 
unitary plan wind tunnels which are now nearing completion and 
$5,850,000 for an increased level of research effort. Those wind tun- 
nels were authorized and appropriated for by the Congress some years 
ago, at a cost of $75 million. So, that $75 million increase in plant is 
now ready for manning and operating. 

For construction and equipment the Committee is requesting $13 
million to modernize and construct additional research facilities. 

The additional funds requested for the fiscal year 1956 constitute 
our appraisal of the level of research effort that seems to be necessary 
to assure us the greatest return on the investment which the country 
is making to achieve some degree of security through airpower. 

If it is agreeable with you, Mr. Chairman, I would like to ask 
Admiral Ofstie and General Putt to make a short statement at this 
time. 

Mr. Tuomas. Dr. Hunsaker, we would be delighted to hear from 
them. 

Dr. Hunsaxer. Since I, as a civilian, have mentioned problems in 
connection with our security and so on, you might well say “How does 
this professor from MIT dare talk about the international situation?” 
I dare talk about it because my colleagues who are here have briefed 
me on it from their special knowledge. 

Mr. Tuomas. We appreciate their appearance, and we would be 
delighted to hear from them at this time. 


STATEMENT OF ADMIRAL OFSTIE 


Admiral Orstre. Mr. Chairman, I am Vice Adm. Ralph A. Ofstie, 
Deputy Chief of Naval Operations for Air. 

I have held my present post for about 2 years, and concurrently 
have been a member of the NACA. 

Over about the past 30 years I have been associated in one way or 
another with the NACA in the actual testing and operation of air- 
craft in the Bureau of Aeronautics and other capacities. Through- 
out this period of time I have felt that the NACA’s programs have 
been sound, well managed, highly productive, and a most valuable 
asset to our national defense. 

In the support programs, having to do with research and develop- 
ment, we have always found some difficulty because the funds ex- 
pended do not produce hardware which you can put into your inven- 
torv, and that is what we are looking for, of course. 

However, unless we go into research and development on a large 
scale, our hardware in the years to come is simply not going to be 
good in comparison with that of the enemy. 

Dr. Hunsaker mentioned some of the major problems which have 
come about with the advent of the jet age. We are going a little 
faster than we are fully prepared for, but we have to take chances. 
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Perhaps some of you saw in this morning’s paper an item about the 
f-100. We are facing identically the same problems in the Navy, 
such as high-altitude operations, very high-speed difficulties, difficul- 
ties with the flow of air through the jet engine; difficulties with firing 
mns, difficulties with control of aircraft, and so on. These things 
are in an area where we simply do not have the information which 
ye should have. 

Considering the tremendous size of the aircraft budget today, it 
wvems to me that it is pretty good insurance to even put a little extra 
money into research and development in order not only to solve these 
problems which are facing us today, as illustrated by this morning’s 
paper, but many more which we are bound to run into in the aircraft 
and guided-missiles field. 

So far as the Navy is concerned, Mr. Chairman, we most strongly 
urge that the rather modest increases which the NACA has requested 
this year be fully supported. It means a great deal to us, as a service, 
asa part of the Defense Establishment, and I know it means a great 
deal to the future security of our country. 

Mr. Tuomas. Thank you, Admiral Ofstie, for a very helpful 
statement. 

Now, we shall be glad to hear from General Putt. 


STATEMENT OF LIEUTENANT GENERAL PUTT 


General Purr. Mr. Chairman and members of the committee, I 
have no prepared statement, but I am glad of this opportunity to 
present some informal remarks and, perhaps, provide a slight military 


backdrop for your consideration, while you are reviewing the NACA 
rogram. 

, I would like to speak with you as one who has not quite the years of 
experience that my colleague has had in this business. I have had 22 
years of assignment in research and development positions in the Air 
Force, starting as test pilot as a second lieutenant, and going through 
the mill to the point where I am presently holding the position as 
Deputy Chief of Staff for Development. 

Perhaps, more importantly, even with all that experience, I am far 
from having all the answers. Even to those of us who are real close 
to the business, it is sometimes difficult for us to see and often times 
we forget how direct a contribution scientific research really makes 
to military weapons. Normally, we generalize by saying that the 
results of research do not show up in the hands of combat troops for, 
perhaps, 7 or 8 or sometimes 10 years. However, I would like to give 
you a very dramatic example which has occurred within the last sev- 
eral weeks where research has really paid off, and pulled us out of a 
considerable hole. 

(Discussion off the record. ) 

I point this out to illustrate the very timely and direct application of 
the work which NACA does to help us. 

Perhaps, of even more dramatic importance is the assumed factor, 
and I think this is pretty reasonable, that if we had not had the im- 
provement in this aircraft, I think there would have been serious con- 
cern as to whether we should or should not continue the program. If 
we had canceled the program, the loss in dollars, not to mention the 
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engineering time, man-hours and labor that had gone into that pr 
gram, would have far exceeded the total amount of the budget that js 
being requested in this program by the NACA. 

Never, at least in my time, has the maintenance of Weapons supe- 
riority been so critical or so deadly serious, ope the price for failur: 
so high. In the past few years I think the U. S. S, R. has given ys 
very convincing proof that they do have a consider: ible capability jy 
the ‘development and production of military weapons. 

In nuclear weapons, particularly, they exceeded our predictions a 
to when they could do it. They have shown us that they can build ani 
produce some real high-quality and high-performance fighters and 
bombers. 

The question is often asked: “Well, who is ahead?” Dr. Hu. 
saker referred to that. I do not believe you can generalize and conie 
up with the right conclusions because the problem is not susceptible 
to averaging. TE it were, I would have to say that I firmly believe 
the United States is ahead, across the board, but I do not think that 
is really the important thing. 

The thing that we should be concerned most with, in my judgment, 
is the rate at which their capability is increasing, and the rate at 
which they are closing the gap. If we do not do something about 
that, some time the curves are going to cross, and that is really the 
point at which we should be worried. 

However, I have a further concern than whether they are ahead or 
behind, across the board: Even though their rate of catching up is 
aecelerating, I think that right now in the next 5 or 6 years that 
the Russians are perfectly capable of confronting us with a techno- 
logical surprise—with a new military weapon in any particular area 
that they choose to devote their resources, their scientific brains. and 
their effort. They might not be able to beat us across the board, le- 
eause we might have better engines than they have, and they might 
have better missiles than we have, but the thing we worry about mos 
is the possibility of the technological surprise with a new weapon. 
The balance now of qualitative superiority in our weapons is such 
thet T think the international situation could be changed dramati- 
cally if such an incident were to occur. 

I believe that with a few moments of reflection, at least, you would 
agree with me that the future wars are really going to be a contest 
hetween highly complicated scientific and technical weapons. Fach 
side is going to attempt to produce the best weapons which its scientific 
community and technical people can provide. 

So. I would submit that we are really in a scientific contest today, 
and that future wars, if they are coming, and we hope that they do not. 
are being fought in one sense of the word, right today in our ‘colleges. 
universities, research laboratories, and on the drawing boards of our 
weapons manufacturers. 

Our qualitative superiority in weapons, I feel. can be no better than 
research which forms the foundation of knowledge, which we have 
to apply to develop and produce our weapons. If you will permit the 
analogy, research is the seed corn which you plant. You can plant 
some seed, and you get a crop, and the excellence of the crop depends 
a lot. upon how ood the seed is which you planted. So, we must do 
good research in order that the billions of dollars which we spend t0 
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provide the quantitative forces, which I feel confident that Congress 
isalways going to provide, depending upon the international situation 
will provide us with a high return per dollar so far as superiority 
is concerned, or will provide a low return per dollar, depending upon 
how good the seed corn is which we plant. 

You can generalize across industry and even in military programs 
that research and development is probably about one-twentieth of sales 
in industry or production procurement programs in the military. So, 
itisa very small part of the billions which we spend for a quantitative 
result. 

I think you will agree that when we have provided the minimum 
essential quantitative superiority to do our job, that the situation 
requires no compromise with the qualitative superiority. 

The NACA research program is a most vital part of the national 
research program. It is even more vital, directly, to Navy air, and 
the Air Force. I have been a member of NACA for the past 7 years. 
In my present position, because of the fact that the weapons which 
we are actually flying are bumping the frontiers of knowledge, I have 
had concern for at least 2 years as to the ability of NACA to meet all 
the demands for knowledge from the military services and from in- 
dustry with the resources with which the NACA has been provided. 

This modest increase of about 10 percent is one that I would cer- 
tainly like to give my wholehearted support to, and hope that the 
committee would treat it kindly. 

Mr. THomas. Thank you, General Putt, for a very fine statement. 
Weare delighted to have had vour statement. 


INTEGRATION OF NACA AND AIR FORCE RESEARCH 


General, how does the research program of NACA fit into that of 
the Air Force at Tullahoma, Tenn. / 

General Purr. I, frankly, do not know of any programs which 
have been integrated quite so thoroughly and quite so well as the Tul- 
lahoma program and its wind tunnels and those of the NACA, the 
Unitary Plan wind tunnels. They have not been considered as sepa- 
rate little packages; they have been considered across the board within 
the Department of Defense and NACA, and even with industry. 

It is a well-integrated program, and there is no unnecessary 
duplication. The facilities have different capabilities, and character- 
istics, all of which are required, and I feel that it is a real down-to- 
earth program. 

Mr. THomas. Has the Air Force undertaken, or is it about to under- 
take, the development of a power reactor for airplanes? 

General Purr. Mr. Chairman, I would like to speak off the record, 
if I may. 

Mr. Tuomas. You may proceed, General. 

(Discussion off the record.) 

Mr. Evins. General Putt, if I may interrupt, I have just called my 
office for a news report on the first test of the Unitary wind tunnel at 
Tullahoma, Tenn. The test run was held about 10 days ago, and was 
declared to be a success. The operation was well ahead of schedule 
which was set for this operation to be put into effect. 
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SUMMARY OF THE 1956 Bupcer REQUIREMENTS 


Mr. Tuomas. At this point in the record, we shall insert page 5 of 
the justifications. 
(The matter referred to is as follows :) 


SuMMaARY OF Fiscat YEAR 1956 EstTIMATES 


SALARIES AND EXPENSES: 


An appropriation of $63,500,000 is requested for salaries and expenses for the 
fiscal year 1956. This sum will provide for operation of the NACA headquarters 
in Washington, D. C.; three major research laboratories at Langley Field, Va.: 
Moffett Field, Calif.; and Cleveland, Ohio; the High-Speed Flight Station at 
Edwards, Calif.; the Pilotless Aircraft Station at Wallops Island, Va.; and the 
coordination offices at Los Angeles, Calif., and the Wright-Patterson Air Force 
Base, Ohio. The plant value of the NACA’s laboratories and stations is approxi- 
mately $300 million. 

The appropriation requested for the fiscal year 1956 represents an increase of 
$11,500,000 over the amount available for the current year. In summary, 
$5,650,000 of the requested increase is necessary to complete the staffing and to 
permit the full-year operation of the three new NACA unitary plan wind tunnels, 
one each at the Langley, Ames, and Lewis Laboratories, and $5,850,000 is re- 
quired to permit an expansion and acceleration of effort in certain critical fields 
of research. A summary table of the requested increases follows: 
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Increase 
required for 
unitary pee 

tunnels 


Increase 
required for 
expansion of Total 
research 
effort 


112 | 


Personal services | $1,865,000 $3, 729,000 | $5, 594, 000 
Utility services____ < 2,900, 000 | 865, 550 3. 765, 550 
Contractual services, supplies, and equipment. 855,000 | 1, 195, 760 2, 050, 760 
All other needs 30, 000 59, 690 89, 690 


5, 850, 000 11, 500, 000 


The 1956 estimates have been prepared in consideration of the approved sub- 
mission of a supplemental estimate in the amount of $300,000 for the fiscal year 
1955. The supplemental funds will permit a substantial saving of time in the 
build-up to the level of effort proposed for the fiscal year 1956 by allowing an 
increase in staff of 430 employees to be undertaken during the last quarter of 
the fiscal year 1955. 


SALARIES AND EXPENSES 


Mr. Tuomas. Page 5 of the justifications shows the salaries and ex- 
penses request for this year $63.5 million, and you have a construc- 
tion budget of $13 million, making a total of $76.5 million. 

I note that you wish to increase your personnel level about 860 over 
your present personnel level. The cost of the salaries and expenses 
increase will amount to about $11,500,000 over what you have this year. 

Dr. Drypen. Mr. Chairman, may I interrupt? 

Is it all right for General Putt and Admiral Ofstie to leave? 

Mr. Tuomas. Yes. We thank you both, Admiral Ofstie and Gen- 
eral Putt, for your presentations here this morning. 

General Purr. Thank you, gentlemen. 

Mr. Tuomas. Of that $11.5 million increase, $5,650,000, or about 
half of it, will be used to run your new tunnels which are presently 
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coming into operation. I note you will seek a supplemental in the 
neighborhood of $300,000 for the last quarter of this fiscal year which 
will supply about 430 people. I have not been able to quite get into my 
head what you are going to use that other large amount of $5,850,000 
for unless it is to man your requested nuclear facility. 

Dr. Drypen. Are you speaking of the supplemental item now? 

Mr. THomas. I am speaking of the second part of your $11,500,000 
increase. The first part will take care of your unitary plan wind 
tunnels. 

Dr. Drypen. The second part is for the expansion of research effort 
which the admiral and the general were talking about, in order to take 
up problems which we are not now able to undertake because of the 
limitation on numbers of people and money. 

Mr. Tuomas. Does that tie into your nuclear reactor? 

Dr. Drypen. No, sir; it does not. 

Mr. Tuomas. Not a bit of it? 

Dr. Drypen. Not a bit. 


NUCLEAR REACTOR 


Mr. Tuomas. You are requesting $4,850,000 for the construction of 
the nuclear reactor ? 

Dr. Drypen. Yes, sir. However, may I just clarify this one point: 
This is not a nuclear reactor to run an airplane. This is a source of 
high energy radiation. It is a common garden variety of reactor, I 
would say, of which dozens have been built and used as a source of 
radiation so that the study of materials and components can be made 
under the same conditions of temperature pressure and radiation as 
ina nuclear power plant. It is not a reactor which will be used in 
airplanes. This is not the development of a reactor for aircraft pro- 
pulsion. It is a tool for a source of radiation only. 

Dr. Hunsaxer. Might I suggest that it is analagous to a wind tun- 
nel and a research facility. 

Mr. Tuomas. Since you brought that up, you have sort of jumped 
the gun on me, Doctor. You are really in an anticipatory mood this 
morning. 

So far as this budget is concerned, you are not going to put any 
of the 860 people on this project ? 

Dr. Drypen. The nuclear reactor will not be completed for, perhaps, 
2or3 years. So, there are no people or money included in this budget 
for its operation. If you wish to have some idea as to the estimated 
cost of operation of that facility, I shall be glad to furnish you that 
information. 

_Mr. Tuomas. Suppose we wait, and go into that item at the proper 
time. 

Dr. Drypen. You were going to do that when you come to the con- 
struction items, I suppose. 


EXPANDED RESEARCH OPERATIONS 


Mr. THomas. The reason I interjected that at this time is because of 
your language on page 5, in the second paragraph, which is quite in- 
definite, and I surmised what you were going to do with it, because 
itis not written down in black and white. 
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The appropriation request for fiscal year 1956 represents an ip- 
crease of $11.5 million and, in summary, $5.6 million is necessary to 
complete the staffing and permit the full operation of the three unitary 
plan tunnels and $5.8 million is required in order to permit an ex- 
panded acceleration of effort in certain critical fields. 

Dr. Drypen. Could I give a concrete example at this point? 

The admiral referred to an article which you may have seen in the 
paper about the trouble with the F-100 airplane. It is a stability and 
control problem, entirely unexpected. 

We carry on a very extensive program in the stability and control 
field. However, it is limited by what we can allocate to it in view of 
all the problems which are before us. In the stability and control 
field there have been very radical changes within the last few years, 
especially with the development of automatic-control devices, and the 
use of electronics to aid in improving the behavior of airplanes, 
However, there has been a great problem in regard to the steadiness 
of airplanes when operating asa gun platform. 

They may fly perfectly steady, as transport airplanes, but if they 
are weaving, the accuracy of the shooting is reduced. 

Mr. Tuomas. Are we having with any of our planes the same 
trouble which the British have had with their high-altitude planes 
of overheating when they fire the guns, and where the engine stalls? 

Dr. Drypen. This is one of the recent problems which has been 
presented tous. We have worked on this problem. 

In the stability and control field we are not doing all that, perhaps, 
should be done. In particular, we have not been able to complete the 
measurement of the wind tunnel characteristics at all angles of attack 
and angles of yaw. We have had to limit the effort to the minimun. 

I cannot be sure, of course, that if we had spent more money in the 
stability and control field that we would have anticipated the F-10) 
difficulty but, I think, this illustrates what we mean by increasing 
the research effort. 

There are so many new problems, and the field is increasing so fast, 
that what we always have to do is to select the problems and then we 
have to allocate our funds as best we know how. 

We cannot run our tunnels at the rate which we would like to be- 
cause we have a certain budget for power money, and we distribute 
it as best we can and to the best advantage. 

Dr. Hunsaxer. Mr. Chairman, I am disturbed about your comment 
in regard to paragraph 2 on the page to which we have previously 
referred, and on which you said it did not contain anything, or was not 
clear. Perhaps I can clarify it for you. 

As you will see, this page deals with salaries and expenses, and the 
next page deals with construction and equipment. 

Mr. Tuomas. We will get to that in a minute. 

Dr. Hunsaxer. That second paragraph does not apply to construe- 
tion and equipment. What it says is literally true. 

Mr. Tuomas. I surmised, since it was not too definite, that the other 
half of your 400 personnel might be used to operate at some time in 
the future, some research work or construction that was not even 10 
the mill. 

Mr. Utmer. We were not clear in bringing out what these critica! 
fields of research were in that statement. 
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ESTIMATE OF APPROPRIATION BY OBJECTS 


Mr. Tuomas. We shall, also, insert page 7 of the justifications into 
the record at this point, showing the breakdown by objects, and also a 
résumé of the construction program, showing a total increase of $19.8 
million over the 1955 program. 

(The matter referred to is as follows :) 


Summary of estimates of appropriations, fiscal year 1956 


j 

. . nerease 
Fiscal year | Fiscal year | c ' a ‘di a 
| 1955 1956 , 
| | crease (—) 





Salaries and expenses: al 
Start-ol- eee GUUMOU Ue sis nego din snncccknnuescdhnnss 1! 8,149 |__. 
End-of-year employment - --_----- : anaes aig 8, 579 


Patan ..-| $38, 200,000 $43, 794, 000 +$5, 504, 000 
Travel fe iGesxabesecses usd : paced 310, 000 350, 000 | +40, 000 
yo 102, 050 110, 000 | +7, 950 
Communication 5 a 178, 700 | 180, 000 | +1, 300 
Rents and utilities._.....--- Le A edt séax E 5, 034, 450 8, 800, 000 | +3, 765, 550 
Printing and reproduction ----_--- es ; 108, 000 108, 000 : 
Other contractual services . - pkeee 5 2, 390, 800 2, 812, 00C +421, 200 
Supplies and materials-_._---_-_~_- is 4, 007, 340 5,000,000 | +992, 660 
Equipment oa wean a } 1, 563, 100 | 2, 200, 000 | +636, 900 
Refunds and indemnities-- __- &, 000 6,000 | —2, 000 
Taxes and assessments... _--------- ee 97, 560 | 140, 000 | +42, 440 


NRE ee oee tai easasansece Soe cree eae 2 52,000,000 | 63,500,000 | +11, 500,000 


Construction and equipment: 
Langley Laboratory inetd pas 1, 220, 000 3, 395, 000 |___- 
Ames Laboratory-_-_- : 349, 000 1,055, 000 | 
Lewis Laboratory De aitecmcn os ee 3, 321, 000 8, 760, 000 | 
Wallops Station _......-- ; ; ee _ 90,000 | 
Current year savings os ; 110, 000 
Prior years’ savings ; ; ‘ — 380, 000 - 300, 000 


CO i a ee ee es — 4, 620, 000 13, 000, 000 +8, 380, 000 


Total, all appropriations Kdeecudacedébeser cout eee 76, 500,000 | +19, 880, 000 


| 


! Excludes 430 employees being requested in supplemental estimate. 
‘Includes reappropriation of $1 million fiscal year 1954 balance. 


NACA PLANT VALUE 


Mr. Tuomas. I think it is interesting to note your capital outlay 
which appears on page 8 of the justifications. 

Mr. Umer. That is right. 

Mr. Tuomas. At Langley you have a capital investment of $99.3 
million, at Lewis you have a capital investment of $99.1 million, at 
Ames you have a capital investment of $70.6 million, at your high- 
speed station at Edwards you have an investment of $17.03 million, 
and at Wallops $4 million, which makes in round figures about $300 
million in outlay. 

Does that include your 1956 estimates also 

Dr. Drypen. No, sir; that represents the investment as of October 
30, 1954. 

Mr. Tuomas. I wonder if we can get this chart into the record ? 

The Crerx. I think we can insert that information in tabular form. 
_ Mr. Toomas. Will you please put this information into the record 
in the form of a table, and have it show that it does not include your 
1956 estimates ? 
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(The matter referred to is as follows :) 


NACA plant value (as of Oct. 30, 1954) 


Langley Aeronautical:Laboratory, Virginia 
Ames Aeronautical Laboratory, California 
Lewis Flight Propulsion Laboratory, Ohio 
High-Speed Flight Station, California 
Pilotless Aircraft Station, Virginia 


$99, 320, 000 
70, 600, 00) 
99, 100, 000 
17, 030, 000 

4, 010, 000 


1 Does not include fiscal year 1956 estimates. 
CONSTRUCTION AND EQuiIPpMENT 


Mr. THomas. We shall insert into the record at this point the table 
which appears on page 24, which shows the construction program for 
1956 as being $13,300,000. 

(The matter referred to is as follows :) 


EsTIiMATES OF APPROPRIATIONS, FiscaL YEAR 1956 


Construction and equipment program 


Estimated 


Project cast 


Priority 


Component research facility for nuclear propulsion 


FEMrOOd TORTIE DAGNICY o.oo oon — nn cence nnccnunese 

Conversion of the 8- by 6-foot propulsion tunnel to transonic 
operation. 

Air-removal system for the 16-foot transonic tunnel 

Range for aerodynamic heating and dynamic stability testing _- 

Fuel-storage magazine...............---.--- eet 2s 

Data-reduction equipment for the 1- by 3-foot supersonic 
tunnell. 

Addition to the high-energy fuels laboratory 

Modification of the air distribution system__________- : 

Construction of additional fuel storage tanks__...............- 

Alterations to the propulsion systems laboratory shop building. 

Repair of No. 9 altitude exhauster 

Improvement of roads 


Total, fiscal year 1956 construction program 


NEW CONSTRUCTION 


~ 
oom NOor, WH 





$4, 850, 000 
635, 000 
2, 595, 000 


3, 275, 000 
230, 000 
%), 000 
190, 000 


310,00 
490, 000 
145, 000 
195, 000 
175, 000 


Mr. Tuomas. For the nuclear project at Lewis you have $48 million, 
and the remainder of these items, generally speaking, are for the re- 
pair and modernization of your existing plant ? 


Dr. Drypen. That is correct. 


Mr. Tromas. You have two new items in there, but they are small. 
Dr. Drypen. Yes, sir; there are two small items. 
Mr. Tuomas. Will you please describe those items for the informa- 


tion of the committee ? 


Dr. Drypen. The two new items, in addition to the research facili- 
ties for nuclear proplusion, are the high-speed free-flight facility in 
the amount of $635,000, and the range for aerodynamic heating and 


dynamic stability testing in the amount of $230,000. 


Mr. Tuomas. What is the total amount requested for the new items! 
Dr. Drypen. The total is $5,715,000 for the 3 new research facilities. 
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MODERNIZATION OF OLD EQUIPMENT 


Mr. Tuomas. What is your capital investment on this old equip- 
ment which you are going to modernize? ‘These are tunnels, are they 
not ? 

Dr. DrypEN. Yes, sir, and I can give you those figures. 

Mr. Utmer. The total would be in the neighborhood of $25 million, 

Mr. Tuomas. The major modifications are for 2 large tunnels, 1 at 
Langley, and 1 at Lewis. 

Mr. Tuomas. What was the original cost of those two tunnels? 

Dr. Drypen. On the 16-foot transonic tunnel at Langley the actual 
cost was about $11.5 million. Its replacement cost today would be 
more nearly $14 million, and we are requesting about $2.6 million for 
modernization of that facility. 

Mr. Tuomas. What will be the ultimate cost to complete the job on 
these two tunnels ? 

Dr. Drypen. The complete cost of the modifications to the 2 tunnels 
will be about $6 million. Their total original cost is about $19 million, 
and their replacement cost is more like $27 million. 

Mr. Tuomas. Are the funds listed here sufficient to do the com- 
plete job of modernization ? 

Dr. DrypEen. Yes, sir. 

Mr. Tuomas. There will not be any substantial requests made for 
this purpose ? 

Dr. Drypen. All of our estimates are made on the basis of complete 
costs with no future years’ financing. 

Mr. THomas. Without modernizing these facilities, you had just 
as well not have them. Is that the long and short of the problem ¢ 

Dr. Drypen. Their utility would be limited ; yes, sir. 

Mr. THomas. Well, I thought it was even stronger than that. 

Dr. Drypen. The policy of the committee has been to keep its equip- 
ment current with the needs, so far as possible, rather than starting 
over again with completely new facilities. 

Mr. Tuomas. Will you please give us a report on your new equip- 
ment yan is estimated to cost $75 million—your unitary plan 
tunnels ? 

Dr. Drypen. They have been built within the $75 miilion. 

Mr. Tuomas. Are they the last word in this type of work ? 

Dr. Drypen. They are the last word. 

Mr. Tuomas. Are they going to be obsolete within a couple of 
vears ¢ 

Dr. Drypen. They are the only facilities which go above a Mach 
number of 2, twice the speed of sound, and they are the last word, as 
lar as we can see, as of now. 

Mr. Tuomas. So, as far as you can see, they are the last word ? 

Dr. Hunsaxer. They will not be so good as something we might 
think of 4 or 5 years later as the art progresses. They are well de- 
signed, however, and we will get good results from them. 


QUESTION OF LETTING ATOMIC ENERGY COMMISSION DO NUCLEAR RESEARCH 


Mr. Tuomas. Gentlemen, the only question I have in mind about 
your construction program is your $4.8 million on your nuclear reac- 
tor,and my first impression was that it was some type of powerplant. 

Dr. Drypen. No, sir. 
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Mr. Tuomas. I was turning it over in my mind, and I thought it 
would be certainly far better. to let the Air Force work with it and 
let the Atomic Energy Commission go ahead and come up with sone. 
thing. However, I understand this now, and that is not what vou 
are doing with this money. You are going into the program and 
will do what the Atomic Energy Commission is doing in at leas 
four laboratories. They are hot laboratories, where vou are making 
all types of experiments and doing exactly what is being done by the 
Atomic Energy Commission. 

Would it not be a sign of wisdom to wait until the Atomic Energy 
Commission comes up with something at least tangible in the forn 
of a reactor with which, eventually you are going to attempt to fly 
airplanes ¢ 

Dr. Hunsaker. This is a new field that we have been watching 
from the standpoint of the committee. We have been watching the 
possibility of nuclear propulsion for aircraft, and we have watched 
it for some years. As of now, it looks as if that is a future proba. 
hility—more than a possibility. Therefore, we as research men ha‘ 
better equip ourselves with a hot laboratory. 

Well, it is an aircraft propulsion problem, and therefore our cou- 
mittee has a responsibility to engage in research in that field. If it 
were purely an aerodynamic problem, we would come to you fora 
wind tunnel. Now, we must have a hot laboratory, in order to engage 
in this type of research. 

Mr. Tuomas. The point is, what are you going to do in your hot 
laboratory which the Atomic Energy Commission is not doing 
already in a half dozen of their own laboratories ? 

Dr. Hunsaker. We are aeronautical engineers, and aeronautical 
scientists, the like of which does not exist in the Atomic Energy Cou- 
mission. We are going to use the kind of hot laboratories which they 
will help us make, and which they are asking us to make. 

Mr. Tuomas. This is a field in which the Atomic Energy Commis- 
sion is not working, and in which they are not aiming at any specific 
problems? 

Dr. Drypen. They are aiming at the reactor, but not for the nuclear 
engine itself. The Atomic Energy Commission laboratories deal with 
nuclear problems and, as you probably know, the engine consists of a 
reactor which substitutes for the combustion chamber, plus anything 
else that you have in an ordinary engine. 

Mr. Tuomas. I understand that it is rather difficult for a group of 
scientists to explain to a group of lavmen just exactly what you are 
going to do which is not being done, evidently, by the Atomic Energy 
Commission. 

Dr. Hunsaxer. We are in kind of confusion, and I agree with you 
that we should not have everyone getting into the act and doing the 
same thing. I will try to clarify it to the effect that research facilities 
are not the same as making reactors for pr opulsion. 

I want to say that I went to see Admiral Strauss of the Atomic En- 
ergy Commission to talk to him about this problem as to where we 
should fit in, and how we could all dischar ge our legal responsibilities 
in this new field which appeared to be opening up. 

After our conversation he wrote me this letter, which I would like 
to read into the record. 
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He says: 

In reply to your letter of October 14, 1954, we are agreed that it is quite timely 
that the NACA should at this time propose to construct a component research 
facility for aircraft nuclear propulsion. The complexity of materials and heat- 
transfer development problems pertaining to the application of nuclear energy 
to aircraft propulsion certainly warrants all the attention that can be devoted 
to them. In recognition of the strategic military and diplomatic advantages of 
truly long-range aircraft, the Commission for some years has engaged in a sub- 
stantial development effort on the nuclear portion of this program, in cooperation 
with the Air Force and NACA, aimed at achievement of practical nuclear power- 
plants for this purpose. While substantial progress has been made, much remains 
to be done to augment and extend our knowledge. 

The Commission approves wholeheartedly the project you have proposed. It 
will be pleased to review the plans for your new facility, to make such sugges- 
tions as are appropriate, and to render such other technical assistance as it can. 

Sincerely yours, 
LEWIS STRAUSS. 

Mr. Tuomas. There is no question about it. NACA is going to have 
to go into the field. 

Dr. Hunsaker. We have to do research in this field. 

Dr. Drypen. What I want to bring out is that we are in this program 
now, as @ junior partner and we need a facility in order to make our 
contribution effective. We can simulate the temperatures and pres- 
sures, but not the radiation which exists in such a powerplant, and this 
is the facility with which to study the effects of radiation also. We 
have been working in this field since 1947 under an agreement with the 
Atomic Energy Commission. At present the agreement is between the 
General Manager of the Atomic Energy Commission and myself. We 
have had people working in their laboratories at Oak Ridge and Clin- 
ton and we have cooperated in this program to the extent of something 
on the order of three quarters of a million dollars per year. We are, as 
I say, a junior partner but we have the same responsibility in this field 
as we have to support the jet-engine program, the rocket-engine pro- 
gram, and the ram-jet engine programs. 

Mr. THomas. Here is my point, and I shall state it as clearly and con- 
cisely as I can: 

Certainly, sooner or later, you are going to have to get into the field. 
The question is whether, until the time when the Air Force project 
comes up with something more or less definite in the field of power- 
plants, is it the best thing for NACA to go into it now, and scatter its 
activities all over the lot, or is it best to wait until the time arrives at 
which you know with some degree of certainty that you are going to 
have a nuclear powerplant to deal with ? 

Dr. Hunsaker. I would like to speak to that, sir, because you and I 
are only 6 feet across the table, but a thousand miles away in philos- 
ophy. 

What you say is, in effect, “Wait until there is a nuclear powerplant, 
and it has trouble, and then do some research and see if you can cure 
those troubles.” 

We cannot operate that way effectively. We must anticipate the 
needs for knowledge and understanding long ahead of the troubles, and 
so insure, if one can, that those troubles will not appear when the first 
practical machine is put into the air. 

We do not wait until the practical machine shows up. We do not 
wait until a new supersonic airplane is built, and kills its pilots. We 
work on supersonic aerodynamics for years before that airplane is even 
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designed, and we hope and pray that it will not kill its test pilot, 

However, in spite of all we can my we encounter some losses of thes 

young men who have the guts and the nerve and skill to go up in these 
lanes. 

” Mr. Tuomas. You lost a good pilot out at Edwards not long ago; did 

you not? 

Dr. Hunsaxker. Yes, sir; and every time there is a loss, it is a little 
bit on our conscience, and we ask ourselves “Well, is there somethin 
we omitted to do which might have anticipated the kind of difficulty 
which that man found himself in?” 

Mr. THomas. You feel that now is the time for you people to go into 
this field ? 

Dr. Hunsaxer. Yes. We thought it was not the time in 1946, 1947, 
1948, and 1949, but we think now is the time, and the Atomic Energy 
Commission tells us it is the time, as well as the Army, the Navy, and 
the Air Force. 

We have been considering this seriously, and we feel that we should 
carry out our responsibilities in anticipation of nuclear propulsion. 
For that purpose we need a nuclear facility in which we can study com- 
ee pieces of apparatus, control devices, and so forth, which will 

necessary in the design and operation of future nuclear-powdered 
planes. 


JOINT USE OF FACILITIES 


Mr. Pumuires. It seems to me that the corollary of the chairman’s 
line of questioning is that if you work into a field or an area, and by 
“area” I mean both geographically and areas of science, why cannot 


you and another agency as, for instance, the Atomic Energy Commis- 
sion, use the same equipment, the same wind-tunnel equipment, with- 
out each of you having to build yourselves a highly expensive and 
probably not fully used piece of equipment ? 

Dr. Hunsaker. Yes. That is always a question which has to be gone 
into. As of now there are hot laboratories, as the chairman has men- 
tioned, at several places. They are tools, like wind tunnels, but it is 
not enough for this great country to have one wind tunnel, and I think 
it is not enough to have one hot laboratory and have everyone lined up 
and take turns using it. 

Mr. THomas. The Atomic Energy Commission has a half dozen hot 
laboratories. At least, I have seen that many. 

Dr. Drypen. Mr. Phillips, this is parallel to the reactor approved by 
Congress last year, for work in connection with submarine and ship 
powerplants, at the Naval Research Laboratory. I believe the Army 
1s also proposing a tool of this kind for work in connection with the 
kinds of powerplants in which they are interested, the stationary 
powerplants. The tool we are requesting is designed for research on 
aircraft components. 

It is designed to permit the components to fail. We have to make 
experiments which come close to failure. Because of the weight factor 
you cannot have the high factors of safety in an airplane that you 
would in a stationary powerplant, ora ship. So, this is different from 
any facility which the Atomic Energy Commission now has. It has 
been under discussion for several years. As a matter of timeliness, 
in my own mind, a very important element was the progress being 
made. 
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SUPPLEMENTAL REQUEST FOR FISCAL YEAR 1956 


Mr. Puiurps. I note you state you will ask for a supplemental of 
approximately $300,000. 

Mr. Utmer. Yes, sir. 

Mr. Puituips. Will you add the $300,000 to the request which you 
are now making, or is that deductible from the total request which 
you are making of us today ? 

Mr. Utmer. We do not add the $300,000 to the total request for 1956. 
Our 1956 budget has been prepared on the assumption that the $300,000 
would be provided. 

If you will turn to page 11, Mr. Phillips, of the book in front of 
you, you will see a graph which shows the program we are request- 
ing in fiscal year 1956, and the supplemental request for the fiscal year 
1955. 

Mr. Pururps. This small area on the chart is what you want for 
the supplemental ? 

Mr. Utmer. That small area represents the $300,000 we need to get 
an early start on hiring these people which we are requesting for the 
fiscal year 1956. This other area represents the cost of carrying 
through 1956 the people whom you provided in 1955. 


ANALYSIS OF PERSONAL SERVICES 


Mr. Pures. How much of an increase are you requesting in the 
headquarters staff? Your reply to the chairman, for the most part, 
had to do with the increases in the operation of wind tunnels and in 
the operation of the laboratories, but I do not see the information in 
regard to the increase in your headquarters staff. 

Mr. Utaer. That information is contained in the large book on page 
13, Mr. Phillips. 

Mr. Tuomas. I believe that table has already been inserted into the 
record, Mr. Phillips. 

Mr. PHtuies. ff it has not been, I think it should be. 

Mr. Umer. No increase is being requested for the headquarters 
staff in numbers of people. 

Mr Putuure. If the table on page 13 has not already been included 
in the record, I think it would be well to insert it into the record at 
this point. 

It is the extended, rather long sheet which appears on page 13 of the 
large volume. 

(The matter referred to is as follows:) 
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Mr. Umer. This is the 1955 figure for headquarters, and this 
[indicating ] is the 1956 figure. 

Mr. Pures. You will have the same number of people in the 
headquarters staff in fiscal year 1956? 

Mr. Utmer. Yes, sir; the same number of people. ; 

Mr. Puiiies. The slight increase in money, if any, is due to in- 
grade promotions ¢ . 

Mr. Umer. That is right, sir. 

( Discussion off the record.) 


AREAS OF INCREASES IN APPROPRIATIONS 


Mr. Putuires. Apparently most of your increases for next year 
involving money are in the field of aerodynamics, which is a broad 
field. That covers almost everything you do? 

Dr. Drypen. No, sir; our increase is split, roughly, between the 
fields of aerodynamics, propulsion, and aircraft construction. I think 
that breakdown is also in the book. 

Mr. Utmer. Page 13 of the small book gives the pictorial presenta- 
tion of our 1956 request, Mr. Phillips, and you are correct that the 
largest proportion of the increase is in the aerodynamics field. About 
$6.5 million of the increase is allocated for aerodynamics, and about 
$2.6 million for propulsion. 

Dr. Drypen. I beg your pardon, Mr. Phillips; I was misled because 
you were talking about the total increase. 

Mr. Pups. The figures in your table include operating costs for 
the unitary tunnels, do they not ? 

Mr. Umer. That is correct. 


PASSENGER MOTOR VEHICLES 


Mr. Puiiiies. Will you please tell me about your automobiles? You 
want 11 new automobiles, 10 of which are for replacements. How 
many do you have, all told ? 

Mr. Utmer. We have a total of 40, Mr. Phillips. I havea table here 
by locations and by types of vehicles. It shows the number we start 
the year with by locations and the number we are planning to replace 
ateach location. . 

(The table referred to is as follows :) 
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Mr. Pures. How old are they when you turn them in? You say 
vou have a formula for that now ? 

“ Mr. Unmer. Yes, we have a formula that is applied to all Govern- 
ment agencies. I believe it is 60,000 miles or 6 years old, whichever 
eecurs first. 

Mr. Pures. Who set that up? 

Mr. Utmer. General Services Administration. 

Mr. Puttuis. Dr. Dryden, how do you know that Russia has added 
12 percent to her budget for defense when she pools everything? 

Dr. Drypen. This figure, of course, is the news release of the Rus- 
sians themselves and I cannot vouch for its accuracy. 

Mr. Putuuies. Is that a good example of the acceptance on the part 
of NACA of anything they read in the papers ? 

Dr. Drypen. No. I would like to review what I know about the 
Russians. 

Mr. Puturps. It has been impossible over the years to get accurate 
figures out of Russia. 

Dr. Drypen. On budget figures, yes. I would not argue that. 

Mr. Pumures. Not only do they put down in their budgets and in 
their reports what they have, but what they hope they will have some 
day and they put it down as though they had it now. They pool ex- 
penditures which this committee would not permit, shall I say. The 
budget officer will understand what I mean. 

I have looked through your justifications and I do not find a single 
statement of any accomplishment in the last fiscal year which you 
havemade. Have you had any? 

Dr. Drypen. I would like to discuss that off the record. 

Mr. Putiurs. Seriously, the object of your work is to carry on 
investigations like those you have discussed today. It seemed to me 
that in 12 months you might have had some accomplishments. You 
can discuss that on or off the record. 

Mr. Tuomas. Do not let him put his light under the bushel. People 
like to know what is being done. 

Mr. Utmer. You are correct, Mr. Phillips, we did not include any- 
thing in these estimate books as to the progress made last year. On 
page 4 we do say: 

Information on the nature of current problems in each field of work will be 
available at the hearings on these estimates. 

Most of that is classified. 

Mr. Tuomas. All right, Dr. Dryden. 

Dr. Hunsaker. Do you want that on or off the record ? 

Dr. Drypen. The first part about the Russians can be on the record. 
Tam talking of matters that are wholly unclassified and available to 
anyone, 

RUSSIAN SCIENTIFIC PROGRESS 


Each month the Library of Congress puts out a monthly list of 
Russian accessions. Those are mainly in the Russian language and 
there are not too many people in the country who read Russian. We 
get a great deal of information about their basic science through these 
publications and particularly about their theoretical contributions. 


= r. Puitires. Who translates them for you? Do you have a trans- 
ator ¢ 
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Dr. Drypen. We have atranslator available. 

Dr. Hunsaxer. There are a lot of organizations, including the 
Library of Congress and Military Intelligence, that pick out titles and 
translate them. I do not know if they translate them all. I hope not, 
because a lot of them are just hogwash. 

Dr. Drypen. This particular one was translated in full. The title 
of it is Gas Dynamics of Thin Bodies. The translator might have 
used the word “slender” instead of “thin.” Included in it is the expo- 


sition of supersonic flow over airplane wings credited to Madame 
Krasilshchikova. 

I got in the mail yesterday a publication that reviews this Russian 
booklet, originally published in 1948. The review says: 


It is surprising to find that theoretical research was developing along such 
similar lines on both sides of the Iron Curtain at this time. Thus, what we 
know as Evvard’s treatment of the supersonic flow over wings appears here as 
the work of Madame Krasilshchikova; their derivations of what is, after all, 
quite a subtle method appear to be identical, simultaneous, and independent, 
One can discover many examples of such duplication when reading the book. 

This sort of thing reminds us of what Dr. Waterman has told you 
many times, that identical developments appear at the same time in 
different countries. 

Mr. Puitires. What are you reading from ? 

Dr. Drypen. The Journal of the Royal Aeronautical Society, a 
British publication. It also tells you something about the state of 
development of the theory of supersonic flow in Russia. It says they 
are advancing in that particular area just about the same as we are. 

T have here a typical propaganda tvpe of publication of no technical 
value entitled, “Russia, the Home of Jet Propulsion.” 

Mr. Pures. Is that published in English? 

Dr. Dryven. I think I can get you a translation. 

Mr. Puituirs. I do not want to read it. It used to be favorite stunt 
of the Russians to publish these things of propaganda value in an 
English version. 

Dr. Drypen. This is a propaganda document of no technical value 
whatever. 

This is a book by this Madame Krasilshchikova, which is a short 
treatise. highly mathematical. 

Mr. Tuomas. When was it published ? 

Dr. Drypen. Within the past 8 or 4 years. In 1947 her original 
work was done, as I remember. 

Mr. Troomas. Is it any good ? 

Dr. Drypen. The assessment of these theoretical books is that they 
are really very good. There are things that have been done since 1948 
in this country that are not in them but they were useful enough that 
thev were translated for use in this country. 

Mr. Tuomas. Are you as frightened as Dr. Waterman that they are 
ahead of us? 

Dr. Drypen. I am not frightened. 

Mr. Tuomas. Is $100,000 too much to give Dr. Waterman to trans- 
late those publications? 

Dr. Drynen. Very few people in this country can read them with- 
out translation and I am in favor of translating the useful Russian 
books. Some of us try to translate them from the dictionary. 
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Here is a book printed in 1952. It has a lot of pictures, I brought it 
along because it contains a picture showing refueling in flight. That 
isour method of refueling. It isa Boeing picture. 

Mr. Puwies. What is the date of that ¢ 

Dr. DrypEN. 1952. 

Mr. Putures. I guess the credit is not given to Boeing? 

Dr. DrypeNn. No. 

Dr. Hunsaker. This tells us they are watching our literature care- 
fully and as fast as anything comes out they get it in their books. 

Dr. Drypven. This one has a lot of pictures of altimeters, fire-control 
devices, and so forth. It has pictures of compasses and one thing and 
another. I would not say from this that they are ahead of us, but they 
are not a backward people. They are people to respect for their techni- 
cal accomplishments. 

Mr. Puuiuirs. You are talking about the percentage who are 
scientists, and they have never been back of us. ‘lhey have been ahead 
of us in some fields including the biological field. The question is 
whether the other 75 percent of the population can take the scientific 
accomplishments and translate them into action. 

Dr. Drypen. As you know, about a year ago the Russians came up 
with jet bombers of the same general type as our B-52’s. Only one of 
those has been seen. It differs from our general design in that it has 
four engines, their engines being somewhat larger than those we com- 
monly use. We have no way of knowing if they are technically 
superior in any way. They are merely different. 

Mr. Tuomas. The wing angle is different ? 

Dr. Drypen. The wing angle may be somewhat different. 

Mr. Puriuutres. Can you give us the dates on the Bison and the B-52? 

Dr. Drypen. The Bison was seen at the last air show and only one 
has been seen. This comes from unclassified material. 

Mr. Patties. Could there be an assumption it was copied ? 

Dr. Hunsaxer. No. If it were flying on exhibition it means they 
have had a year or two working with it. 

Dr. Drypen. All we know about these are the pictures. 

Mr. Puitures. My point is the Russians, like the Japanese but with 
more skill, have been great copyists. In 1953 1 could buy a Leic: 
‘amera in Russia which was the exact duplicate of the most recent 
Leica in Germany but it would not work quite as well. The copying 
was good but the accuracy of the German Leica was better. Are you 
confident that this is a separate development in Russia ? 

Dr. Hunsaxker. I believe so. 


RUSSIAN ROCKET RESEARCH AND DEVELOPMENT 


Dr. Drypen. These are not copies. They have good designers. 

I picked up in Switzerland last summer this book on rocket develop- 
ment which purported to have some information about Russian rocket 
research and development. I discount that quite a little but we have 
put on the map what this book says. I am sure you have heard how 
the Russians are training a larger number of engineers than we are. 

Mr. Puitiis. How do you know that? May I make it clear on or 
off the record that I am not a Russian expert. 


24 
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Dr. Drypen. Neither am I. We have simply put on the map ip. 
formation given in this book about a Russian range for testing 
range guided missiles. 
Mr. Puriures. What distance can they go? 
Dr. Dryven. 1,300 kilometers, about 1,000 miles. The man who 
wrote this says: 


ong- 


RUSSIAN ROCKET RESEARCH AND DEVELOPMENT 


(Translation from pp. 483 and 484 of German book, Rocket Propulsion Systems, Their 
Development, Application, and Future, by Josef Stemmer, Schweizer Druck- und Ver. 
lagshaus AG., Ziirich B, Switzerland, 1952) 


As to the Russian developments, no checkable data are, of course, available. 
After the large German research center at Peenemiinde was almost completely 
destroyed in 1945 the Russian command ordered its immediate reconstruction 
the same year. In addition to that Russia took over a great number of German 
rocket specialists. A further experimental area was developed at the same time 
in the neighborhood of Tomsk, on the Trans-Siberian railroad line, to which 
many A4 rockets were shipped. Shortly after completion of these first big rocket 
tests, plans were made for new rockets, one of these weighing more than 40 
tons. Other developments, advanced to begin operation in 1948 based on big. 
step rockets. According to information which became public in 1949, rockets 
launched near Leningrad had landed near the island of Poel at Wismar ( Poe! lies 
in the Mecklenburg Bay, Baltic Sea). By airline this would signify a distance 
of about 1,300 kilometer, leading from Leningrad across Estonia—western tip 
of Lettland—Baltic Sea—Bornholm Island (Denmark)—Riigen Island toward 
the Mecklenburg Inlet. 

If these launching and target designations are actually true, they would 
constitute the most successful experiments made with big rockets up to the 
spring of 1950. The rockets were said to be launched with powder-booster 
rockets, after reaching about 10 kilometer altitude, the regular motor takes over, 
and the rocket gradually assumes a horizontal trajectory. The whole flight is 
guided and tracked by the guide-beam and command system, nonpermanent sta- 
tions being housed on ships cruising in the Baltic Sea. Permanent control sta- 
tions and instrument centers are said to exist on the coast of Lettland, the 
small island of “Greifswalder Oie” in the bay of Greifswald between the island 
of Riigen and the Usedom headland with Peenemiinde, as well as on Riigen and 
the island of Poel themselves. From these control stations the rockets can then 
be guided down on open water where they can be recovered with all instruments 
without greater damage. 

In 1946 the Russian occupation command declared a triangular area, starting 
from Peenemiinde over the Greifswalder Oie and back to Koserov on the Usedom 
headland as prohibited zone, where continuous experiments with smaller, re 
mote-controlled rockets are said to be carried on. The work is under the direc- 
tion of Captain Jefimowitsch and Prof. Alexei Karlowitsch Artamanow, hence 
should be of about the same scope as that at Point Mugu described in section 2. 

In September 1949 the daily newspapers stated that Russia had constructed 
numerous launching bases for big rockets with target direction toward large 
cities of West Europe. The launching sites, some movable, others permanent, 
are said to exist between Neustrelitz and Penzlin, at Anklam and Wolgast, all 
in the province of Mecklenburg, south of Erfurt in Thiiringen. Near the city 
of Guben in Silesia (Schlesien). Each of Pilzen as well as at Kéniggriitz, 
Czechoslovakia. Other launching ramps are said to have been constructed in 
Rumanian territory. 


Then they spot what they call guided-missile-launching sites. 
They mention the towns. I take this with a grain of salt. 

Mr. Puiurrs. Do they say anything about altitude? 

Dr. Hunsaxer. Forty kilometers. 

Dr. Drypven. They do not say how high it goes, and this is qualified 
so that the accuracy of the statement is apt to be questioned some- 
what. This is what the Swiss believe about the Russian rocket activ- 
ity. All I was trying to do was point out that we do have some infor- 
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mation about Russia. We do not have as much as we would like but 
we do have some, enough to give us respect for their knowledge on 
ihe theoretical and development side. 

Mr. Pures. They have always been ahead of us in certain phases 
of agricultural research and they used to be ahead of us in phases of 
medical research; I do not know how it is today. 

Dr. Hunsaker. We are impressed from the scientific side with the 
competence of Russian scientists and we are fearful of General Putt’s 
intimation of some breakthrough that these people might make. The 
real risk is not that they keep up with us, but that they do something 
we have neglected, come out with a new weapon, and then we will be 
surprised and our position might be dangerous. 


ACCOMPLISHMENTS OF THE NACA 


Mr. Puituires. Now do you want to tell us about your accomplish- 
ments ? 

Dr. Drypen. Yes. I think we will have to do that off the record. 

Mr. Tuomas. Put it on the record and then you can take it out if 
you feel it should not be on the record. 

‘ (Discussion off the record.) 

Dr. Drypen. This kind of a payoff is something we cannot promise 
you every year, but it does happen that this has come up within the 
last couple of years and is something that really makes a very dramatic 
increase in the speed of airplanes. 

There have been very real accomplishments in some of these areas 
in the last few years. 

JOINT USE OF FACILITIES 


Mr. Botanpb. Are the hot laboratories of the AEC or other agencies 
used by the NACA? I believe you said they are not suitable. 

Dr. Drypen. We have used them to a limited extent. 

Dr. Hunsaxer. We have been using them, but in some of the experi- 
ments now going on our gadgets may explode and we want the experi- 
ments carried on where no harm will be done. 

Mr. Botanp. They would not be suitable for your purposes? 

Dr. Hunsaxer. No. 

Dr. Drypen. They do not like experiments which may go amuck 
because it affects the experiments of everybody else. We will not 
make progress in reactors for aircraft without having failures. You 
must be prepared for engine components to go to pieces without 
wrecking the test cell. You must work with relatively low factors 
of safety to get the performance. 

Dr. Hunsaker. May I say something off the record ? 

(Discussion off the record.) 

Mr. Tuomas. This has been very fine; we thank all of you very 
much. Itis always nice to see you. 
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AVERAGE NUMBER OF EMPLOYEES 


(The following information was submitted at the request of the 
committee for insertion in the record :) 


Average number of employees, National Advisory Committee for Aeronautics, 
fiscal years rr 


7, 600 
7, 228 
7, O80 


Monpay, Frsruary 14, 1955. 
FEDERAL CIVIL DEFENSE ADMINISTRATION 


WITNESSES 


VAL PETERSON, ADMINISTRATOR 

H. L. AITKEN, EXECUTIVE ASSISTANT ADMINISTRATOR 

J. C. FOULIS, DIRECTOR, BUDGET ADMINISTRATION OFFICE 
J. H. SUTCH, BUDGET SPECIALIST 

E. W. REUTZEL, JR., SPECIAL ASSISTANT 

H. R. GALLAGHER, ASSISTANT ADMINISTRATOR 


OPERATIONS 


Amounts available for obligation 


(Balances for June 30, 1954, are as certified under sec. 1311, Public Law 663, except for allocation to Depart- 
ment of Agriculture) 


1954 actual | 1955 estimate | 1956 estimat 





| 
Appropriation or estimate - -- anita teed ata tintin la: titan $8, 525, 000 $10, 025, ed $11, 600, 000 
Reimbursements from other accounts__- rae 365 5, 000 


Total available for obligation.................--..--.--- 8, 525, 365 10, 030, 000 | 11, 600, 000 
Unobligated balance, estimated savings-.-............-.--_- MIPMLGER Ths os ~ odaks bab nticeeasecieks-- 


Obligations incurred... | 8, 084, 547 10, 030, 000 11, 600, 000 
| 


Obligations by activities 


Description | 1954 actual | 1955 estimate | 1956 estimate 


. Civil defense planning - - - Pe eT ke Pe Se ee ee a2, 013 | $193, 200 | $243, 000 
Research ____- ncies sascha Deeded sed 417, 366 750, 000 | 650, 000 

. Civil defense education services. --------------.-2---2-2---- 1,211,033 | 2,016,678 | —.2, 157, 000 
3. Operations control services -_-- ac hd eB Stein Wien tpratesantan 2, 608, 635 | 3, 422, 200 | 4, 870, 000 
. Technical advisory services. ___--- 874, 574 765, 305 | 840, 000 
S eee DIIIEER Gs Ald cc ida. asl os cele ks cemssbennaad 1, 182, 563 1, 252, 900 | , 361, 000 
ie IN NNN Sd oc cectice nie apndnuedbesssascenaos 244, 823 | 244, 375 | 255, 000 
} AE ECR newnavinninncins.<scsscnansivaunennevel 1, 312, 510 | 1, 385, 342 , 224, 000 


Obligations incurred : | 8, 084, 547 | 10, 030, 000 | , 600, 000 


Tota 
Full- 
Aver 
Num 


\ver 
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Obligations by objects 


| 


Object classification 


th | 1954 actual | 1955 estimate | 1956 estimate 
e ' 





FEDERAL CIVIL DEFENSE ADMINISTRATION 


C8, Total number of permanent positions--_-_---..-.-.--..--- | 773 | 728 | 809 
Full-time equivalent of all other positions____.........- 13 | 11 | 10 
average number of all employees. - - : 72 660 | 768 
600 Number of employees at end of year_-_.__._- 704 695 790 
228 . ae Waseca aR Chadians ie me 
OR) ,verage Salaries and grades: 
; General schedule grades: 
421) Average salary -- ‘ $6, 391 $6, 382 | $6, 280 
430) Average grade.......--- GS-9.2 GS-9.2 Gs-9.1 
0] Personal services: 
Permanent positions__- . a $4, 391, 578 $3, 963, 591 $4, 620, 691 
Positions other than permanent__- : 118, 763 115, 000 100, 000 
Regular pay in excess of 52-week base_ 19, 052 | 19, 000 | 19, 000 
Payment above basic rates___ 24, 676 30, 000 25, 000 
Other payments for personal services --- 169, 309 169, 309 169, 309 
Total personal services_-___-- 4, 723, 378 4, 296, 900 4, 934, 000 
(2 Travel i atte eke 284, 522 257, 700 | 298, 000 
03 Transportation of things_-__---- 46, 839 51, 800 67, 000 
04 Communication services--_-_---- = 954, 766 | 1, 148, 827 1, 398, 500 
05 Rents and utility services_-___- 5 6, 903 52, 600 51, 200 
4 Printing and reproduction. 141, 406 627, 000 642, 800 
07 Other contractual services -- - -_- 571, 362 1, 593, 728 1, 617, 400 
Services performed by other agencies_- 1, 155, 455 1, 742, 170 2, 367, 320 
(8 Supplies and materials___ 107, 000 96, 900 82, 600 
@ EBquipuit.sul. .--<..-2255) 25, 602 45, 500 | 24, 900 
13. Refunds, awards, and indemnities- 183 500 500 
15 Taxes and assessments______.-_-- j 11, 724 15, 945 17, 000 
Unvouchered - _---- diasssstetcesiectas ade 5, 411 6, 000 6, 000 
Obligations incurred _-__- avs 8, 034, 551 9, 935, 570 11, 507, 220 
ALLOCATION TO DEPARTMENT OF AGRICULTURE 
Number of employees at end of year_. . 
01 Personal services: Positions other than permanent___-___- $402 
2 Travel. pane 602 
4 Communication services----_. ; 143 
(7 Other contractual services _ _ --- 43, 014 
art: 8 Supplies and materials_._._-__. ; 3, 540 
9 Equipment ai 2, 287 
13. Refunds, awards, and indemnities_- 8 
rate Obligations ineurred_-___- iv 49, 996 
- ALLOCATION TO VETERANS’ ADMINISTRATION 
000 rotal number of permanent positions - q 9 
Full-time equivalent of all other positions_.- 8 8 
a Average number of all employees_ - 17 17 
000 Number of employees at end of year_- 17 17 
a Average salaries and grades: 
000 General schedule grades: 
Average salary_. $3, 700 $3, 740 
Average grade ___ Gs-5.0 GS-5.0 
11 Personal services: 
Permanent positions ; $33, 300 $33, 660 
Positions other than permanent.-- 29, 600 29, 920 
ate Payment above basic rates__. 1, 200 1, 200 
Total personal services-_- : ; 64, 100 64, 780 
000 ‘4 Communication services. - ‘ : 11, 980 11, 000 
000 Rent and utility services____- f 7, 200 7,000 
000 JS Supplies and materials___.________- 8,750 | 8, 000 
000 axes and assessments_____- 2, 400 2, 000 
000 - - —_—_— ———_ —_— —_—_ — = 
000 Obligations ineurred______- 94, 430 92, 780 
OUU — 33] SsX—< SS SSSSIE.-_ EES 
O00 


(OU 
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Obligations by objects—Continued 
ne eeeenesensonsinstesesessansenssntiieaneseseseesinnrneyenteii cereus 
1955 estimate | 1956 estimatp 


Object classification 


SUMMARY 


Total number of permanent positions 
Full-time equivalent of all other positions 
Average number of all employees 
Number of employees at end of year 


Average salaries and grades: 
General schedule grades: 
Average salary _._--- si a as inde once Aetamaadeea et e ts 
Average grade 


Personal services: 
Permanent positions 
Positions other than permanent 
Regular pay in excess of 52-week base 
Payment above basic rates_-_._-_-- 
Other payments for personal services_....--------- Shae 


Total personal services 

IE 8 5 Be er Be ed ee es 
Transportation of things 
Cee NOOR. ne... a coccanccccaeccccada 
Rents and utility services 
Printing and reproduction 
UOT CRN ICI i occ cae ca cidnnccaccosescce 

Services performed by other agencies_______--..------- 
Supplies and materials a 
Equipment : 
Refunds, awards, and indemnities_-___.._.....__---._--- = 
15 Taxes and assessments 
Unvouchered 


SSSF8sq 


3 SB 





1954 actual 


$6, 391 


GS-9.2 


$4, 391, 578 
119, 165 

19, 052 

24, 676 
169, 309 


4, 723, 780 


285, 124 
46, 839 
954, 909 
6, 903 
141, 406 
571, 362 
1, 198, 469 
110, 540 
27, 889 
191 

11, 724 
5, 411 


Analysis of expenditures 


(Balances for June 30, 1954, are as certified under sec. 1311, Public Law 663, except for allocation to Depart 


ment of Agriculture) 


Obligated balance brought forward 
Obligations incurred during the year 


Adjustment in obligations of prior years 
Reimbursements.. 

Obligated balance carried to certified claims account 
Obligated balance carried forward 


Total expenditures 
Expenditures are distributed as follows: 


Out of current authorizations 
Out of prior authorizations 





1954 actual 


$1, 323, 159 


8, 084, 547 


9, 407, 706 
—140, 737 
—365 | 


—116, 801 | 
—1, 245, 731 


7, 904, 072 


6, 917, 931 | 
986, 141 | 


FEDERAL CoNnTRIBUTIONS 


Amounts available for obligation 
(Balances for June 30, 1954, are as certified under sec. 1311, Public Law 663) 


Appropriation or estimate 
Unobligated balance brought forward_.____- oh eee a nase 
Reappropriation of prior year balance_._-.......-.-.-.-------- 


Total available for obligations 
Unobligated balance carried forward____...........-.-.--.---- 
Balance reappropriated for subsequent year 
Unobligated balance, estimated savings 


Obligations incurred 


ray aye 








$6, 349 
GSs-9.1 


$3, 996, 891 
144, 600 


1955 estimate 


$1, 245, 731 


10, 030, 000 


11, 275, 731 


10, 070, 731 


8, 900, 000 
1, 170, 731 


senenne00 


| 9, 160, 590 | 11, 300, 000 | 








1956 estimate 


$1, 200, 000 
11, 600, 000 


12, 800, 000 


11, 300, 000 


10, 400, 000 
900, 000 


| 
1954 actual | 1955 estimate | 1956 estimate 


$12, 400, 000 


14, 400, 000 
—2, 400, 000 


12, 000, 000 


Nee eee 
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Obligations by activities 














/a Eee a a 
Description | 1954 actual 1955 estimate | 1956 estimate 
qq ee eee | |— - — 
1, Attack warning...........---------------------------------| $2, 160,031 | $2, 400, 000 $1, 000, 000 
® Copii OR le ola ce cnemendadcacnssaedoenatee | 4,556,829 | 2, 000, 000 3, 500, 000 
© Publis Sissi MOR e tales a aceqnaacsvacstnchwasdunnal 647, 451 | 850, 000 | 1, 000, 000 
4, Medical supplies and equipment-.-.-....-.--------- ottnnine 1, 015, 462 | 2, 350, 000 | 2, 000, 000 
© WiGeatiON) MN ewe oe os aha Succ sceanaseenayees 665, 394 | 1, 300, 000 | 2, 500, 000 
& Made care ORIN desires nage a qnnancennencn-onsen nite! 115, 423 | 400, 000 | 1, 000, 000 
7, Engineering * sappiies SE INOS, nodbnceus casascunicdad faduveruneuae ‘ 2, 000, 000 1, 000, 000 
OD e EIS PR iin idiinnccasinstenbncnnncsesbbens 9, 160, 590° 11, 300, 000 12, 000, 000 
ce aes 
Obligations by objects 

11 Grants, subsidies, and contributions: 
Ne ce oe oak ot bad an ones ea eens Mee ail $9, 160, 590 
ene oes or os OSS he rt ne nk oe ncnawaaeaomeee 11, 300, 000 
IO inte Bate cee onan ce ess Lia centa Nc earmeaee ae eal aes 12, 000, 000 


Analysis of expenditures 


(Balances for June 30, 1954, are as certified under sec. 1311, Public Law 663) 


| 1954 actual | 1955 estimate | 1956 estimate 
| 


| 
| 
| 





Obligated balance brought forward -...........--.------------ | $22, 154,248 | $15, 463, 951 




















$12, 000, 000 

Obligations incurred during the year...............---.----.-- 9, 160, 590 | | 11, 300, 000 12, 000, 000 
| 31, 314,838 | 26,763,951 | 24, 000, 000 

Adjustment in obligations of prior years_-..-.--.-.----------- —417, ia a I aa 
Obligated balance carried to certified claims account_-___.._-_- |. wh, SRI i Sie asanss etal iei secure onnses 
Obligated balance carried forward... -...........---.---.------- | —15, 463,951 | —12,000,000 | —i4, 000, 000 
Tete Gad seeie as Sasbdadadeeucddsctncs | 13, 696, 766 14, 763, 951 10, , 000, 000 
Expenditures are distributed as follows: fe | ig 4 
Out of current authorizations 1, 204, 024 | 2, 000, 000 | 2, 000, 000 
Out of Grit SII iclinn ca ccccuapincdnccucsaswessac 12, 492, 742 12, 763, 951 8, 000, 000 





EMERGENCY SUPPLIES AND EQUIPMENT 


Amounts available for obligation 


(Balances for June 30, 1954, are as certified under sec. 1311, Public Law 663, except for allocation to Depart- 
ment of the Navy) 





| 
| 1954 actual | 1955 estimate | 1956 estimate 
aap nsdn ibliapisai 








Appropriation ot estimate. . ........--.--.0s-------2---------- | $27, 500, 000 | $26, 000,000 | $35, 300, 000 
Unobligated balance, estimated savings.._..........--.----.-- | ROR 788 | a nesssscsbave Rta ceiier staan 
Obligations incurred...........---.-..------------------ | 27, 198,215 + 26,000,000 | — 35, 300, 000 

| 





Obligations by activities 


ee 





Description | 1954 actual | 1955 estimate 1956 estimate 

vw a 
1, Medical supplies and equipment.______-.._-...-.---------- $27, 168, 494 | $26, 000, 000 $35, 300, 000 
2. Bngineerivag UNWIN $754 5.406255-5...<hck inbadacc doncaielesec BOM Sr ata 
OD gneNMS MRO oi Sie obi ou hk ae Sk. 27,193,215 | 26,000,000 | 35, 300, 000 


smeranioeneccsigemendiiiebemites ti i i tee 
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Obligations by objects 


Object classification 1954 actual 1955 estimate | 1956 estimay, 


FEDERAL CIVIL DEFENSE ADMINISTRATION 


08 Sunrlies and materials.............__- : $17, 054,014 | $18,370,300 | $31, 058 Amy 
OD. . OE. a ook. doses EA 4, 125, 000 6, 524, 000 | 4, 200, (ny 
Obligations incurred 2 pet een cree raed 3, 179, ‘014 _ 34, 894, 300° a 35, 258, 6) 


ALLOCATION TO DEPARTMENT OF THE NAVY | 
08 Supplies and materials eae br atipanennsi it Siam 6. 1. O14, 201 4 050, 000 | 
ALLOCATION TO VETERANS’ ADMINISTRATION 
Full-time equivalent of all other positions... _......_......_--- Aa li 
Average number of all employees. - - a : pasa 15 1! 
Number of employees at end of year__-- 1 1! 


01 Personal services: 


Positions other than permanent colar sat sain dition @ $55, 500 $41, 14 
Payment above basic rates_-__- a . 200 mn 
Obligations incurred_.- naktagkielinn Hc wsune keen pana 55, 700 41, 34 


SUMMARY 


Full-time equivalent of all other positions i ‘ 15 l 

Average number of all employees s 15 1] 

Number of employees at end of year- 15 1 
01 Personal services: 

Positions other than permanent__- 7 ai ie $55, 500 $41, 14 

Payment above basic rates___- Saeig aad 200 mn 

Total personal services.______- i a a ees ‘ 55, 700 | 41, 34 

08 Supplies and materials —— , - : $23, 068, 215 19, 420, 300 31, 058, 66 

OO Haquipment..............- ehbadenhieehiiiie= csc iio chen 4, 125, 000 6, 524, 000 4, 200, (0 

Obligations incurred eee ai eee 27, 193. 215 26, 000, 000 35, 300, (00 


Analysis of expenditures 


(Balances for June 30, 1954, are as certified under sec. 1311, Public Law 663, except for allocation to 
Department of the Navy) 


1954 actual | 1955estimate 1956 estimat 





Obligated balance brought forward ___- _.| $37,333,646 | $22, 706, 456 $16, 000, 00 
Obligations incurred during the year_. --| 27,198,215 26, 000, 000 35, 300, 00 
“64, 526, 861 ~ 48,7 706, 456 51, 300, 00 
Adjustment in obligations of prior years___- shew neces —846, 625 

Obligated balance carried to certified claims account __---___-- | —912, 927 |...--. . 
Obligated balance carried forward ; _..--| —22, 706,456 | —16,000,000 | —18, 000, 0 
Total expenditures____ ne ; ---e-------| 40,060,853 | 32,706,456 | 33, 300, 000 

Expenditures are distributed as follows: | 
Out of current authorizations. _- Ln aS ais ot hale | 4, 832, 962 12, 000, 000 19, 000, 0 
Out of prior authorizations................................| 96,227,801 20, 706, 456 | 14, 300, 001 


Mr. Tomas. Will the committee please come to order. 

We have with us this morning the Federal Civil Defense Admin- 
istration. It is nice to have with us its distinguished Administrator, 
Mr. Peterson, and the Executive Assistant Administrator, Mr. Ait- 
ken; and Mr. Foulis, the Director of the Budget Administration 
Office; Mr. Sutch, the budget specialist; Mr. Reutzel, the special 
assistant; and Mr. Gallagher, Assistant Administrator. 

Governor, if you or any of your staff have a statement for us, We 
will be delighted to hear from you. 
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GENERAL STATEMENT 


Mr. Pererson. Mr. Chairman, if it meets your pleasure, I have 
4 written statement here that is relatively brief that I should like to 
submit for the record. Then, rather than reading the statement I 
wight just visit with you about the civil-defense problem as I see it. 

Mr. Tuomas. That is all right. We will insert the prepared state- 
ment inthe record at this point. 

(The statement referred to is as follows :) 


REMARKS OF FEDERAL CIvit. DEFENSE ADMINISTRATOR VAL PETERSON 


Mr. Chairman and members of the committee, on August 6, 1945, an American 
jomber dropped the first atomic bomb in combat. It exploded over Hiroshima, 
Japan, and opened a new era in warfare. 

That bomb caused complete destruction over an area of about eight-tenths of 
a square mile. That may be understood more clearly if I add that this equals 
about 500 acres. Seven years after Hiroshima, the United States exploded a 
thermonuclear device in the Marshall Islands. This blast had a total destruc- 
tive effect covering 28.3 square miles, or 18,000 acres. 

| will not attempt to describe the power of a superbomb but solely for the 
sake of illustration, let us consider a device of 20 megatons—that is the equiva- 
lent of 20 million tons of TNT. Remember that the Hiroshima bomb was only 
the equivalent of 20,000 tons of TNT. 

A 20-megaton superbomb would cause complete destruction over an area of 
8) square miles, or 51,200 acres. There may be no technical limitation to the 
size of such Weapons. 

Now, the 10-year growth from the Hiroshima bomb to a 20-megaton device 
represents What the scientists call a “quantum jump.” It means simply that in 
a very short period the technologists have been able to make bigger and better 
weapons. 

In the light of destructive forces several hundred times more powerful than 
the bomb which exploded over Hiroshima, we evolved the policy of evacuation 
of our cities. There was no alternative. No one near the point of release of 
this terrific force can survive. 

Civil Defense was flexible enough to shift its planning to a policy of evacuation, 
now some 2 years old. The acceptance of this policy is increasing rapidly 
throughout America as cities take steps to make it operational. 

Less than a year ago, further tests emphasized a threat which had been rela- 
lively nnimportant in so-called minor explosions of 20,000 tons of TNT equiva- 
lent. This threat is radioactive fallout. 

Fallout is created by the fireball of a nuclear weapon exploded near the 
ground. The explosion sucks millions of tons of radioactive particles of earth 
and other destroyed matter into the air, where they drift in the upper winds 
before falling to the ground. In sufficient concentration, these particles, usually 
invisible, cause sickness or death. 

Many people feared that these new superweapons and their radiological con- 
tamination capabilities had brought an end to civil defense. They feared that 
all hope of any defense was gone. But research has revealed that we can fight 
hack, as men throughout history have, against problems which originally appeared 
insurmountable. 

Actually, the threat of radiological contamination has served simply to in- 
crease the need for sound civil-defense practices. It means that we must assign 
new duties to our civil-defense workers, and it means that we must modify our 
evacuation plans to provide fallout shelter for evacuees or other techniques to 
evade the fallout. It means that we must explore all sorts of emergency meas- 
ures, such as digging ditches in our back yards, our parks—wherever we can. 
These things we are studying. 

Certainly, I don’t have to tell the members of this committee the well-known 
fact that Russia at this moment has the capability of attacking any target within 
the United States. This statement may be qualified in many ways, but the fact 
remains and must be faced by our civilian governments and by the civilian 
population. 

As I pointed out in my budget statement of last year, it is not my task to 
speculate on the probability of such an attack. As set forth in the Federal Civil 
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Defense Act of 1950, it is my job to carry out the policy and intent of Congress jp 
providing a plan of civil defense for the protection of life and property in the 
United States, based on enemy capabilities. 

So long as those capabilities exist, the threat of war exists. If an attac 
should occur today, here is the picture in certain broad civil-defense areas: 


Federal operations centers 


The FCDA National Emergency Operations Center at Battle Creek would be 
activated immediately upon receipt of warning. The seven FCDA regionaj 
emergency operations centers would also be quickly activated. 


State and local operations centers 


Most States and principal cities have operations centers which they would 
activate. Some of these would be ineffective because of vulnerable locations 
and lack of proper communications equipment and of trained personnel. 


Public preparedness 


About three-fourths of the people would have some idea about what to do to 
protect themselves, but this knowledge would be sketchy. Many lives would be 
lost unnecessarily because of this lack of individual preparedness. 


Dissemination of warning 

Warning of attack would be received by civil-defense officials in all target areas 
in a matter of minutes. Warning devices have been financed, which, when in- 
stalled, will provide warning to virtually all the people in the target areas, 
When they do hear the warning, about two-thirds of the people in the target 
areas would not independently recognize the signal. 


Evacuation 

Presently anticipated warning time would not be sufficient to permit complete 
evacuation from the densely populated areas of all principal cities. Even if 
warning time were substantially increased right now, many cities, because of 
insufficient evacuation planning and preparations, would not be able to take 
advantage of the warning time to evacuate their people. We should have 4 to6 
hours’ warning time in approximately 2 years. 


Communications with the public 


The Conelrad plan for emergency broadcasting would be invoked and within 
minutes the 1400 AM radio stations now participating in the plan would be ready 
to broadcast civil-defense information and instructions. 


Operational communications 


Only about one-half of the communications facilities needed for effective oper- 
ation of civil-defense forces would be in place. 


Medical facilities 


Medical supplies and equipment on hand would be sufficient, with some excep- 
tions, to provide emergency medical care to about 214 million surviving cas 
ualities for 3 weeks following attack. In an allout attack, millions would die 
through lack of medical facilities. 


Radioactive fallout 


If the attack were such as to produce extensive radioactive fallout, many 
additional fatal and nonfatal casualties would result because of the serious 
shortage of radiological monitoring instruments, training, and protective cover. 
Lacking such facilities, civil-defense workers would not be able to identify the 
contaminated areas or cope with the problem. 


Emergency welfare 

Some of the equipment for emergency welfare services would be available 
from surviving local community outlets. Because of additional welfare prob- 
lems created by evacuation, however, there would be desperate need for addi- 
tional mass-feeding facilities and for emergency lodging and other welfare 
services. 


Engineering 
There would be a marked deficiency in certain types of engineering equipment 


required to insure potable and sufficient water, and standby light and power for 
emergency use, 
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Transportation 

The transportation resources of the Nation, while having the potential to meet 
almost any emergency, would be seriously handicapped by disruption and damage 
and by the lack of control centers and adequate planning. 


Police 

Regulatory forces generally are insufficient to cope with the tremendous prob- 
lems which would arise in such areas as control and regulation of traffic and 
prevention of mass hysteria and mob action. 


Wardens 

The number of wardens available would be only about one-fourth of the number 
required, with only a small percentage of these being fully trained and equipped. 

From this summary, the deadly seriousness of the problem is obvious. The 
task of solving the problem is an enormous one. We are striving to accomplish 
as large a portion of the task as it is humanly possible to do in the time allotted 
us and with the funds available. 

These are a few of the things we have accomplished since I last reported 
to you: 

We staged the first continental alert in history. It was one of the finest 
examples of teamwork on the part of local, State and Federal people, together 
with our Canadian friends, of which I know. As a result of the test, we rede- 
signed our communications system to provide more reliability. 

The Washington Conference of Governors, followed by another for mayors, 
served to produce an awareness of civil-defense problems among our State and 
municipal leaders, and greater support for our objectives. 

We moved our national office to Battle Creek, Mich., in August. This will 
greatly increase the chances of retaining an organized civil defense headquarters 
in the event of an attack. 

With the cooperation of the Federal agencies involved, our program of delega- 
tion of responsibility in civil-defense matters has proceeded at an accelerated 
rate. This building of civil defense into the basic civilian structure of Govern- 
ment holds great promise for the future in gearing the Nation to meet the threat 
of modern-day weapons and the enemy’s capability to use those weapons. 

The development of the evacuation capability continues to have priority 
attention in the Federal Civil Defense Administration and the civil-defense 
organizations in the States and localities. Many cities have held public partic- 
ipation evacuations. Others are engaged in comprehensive studies with traffic 
experts to devise practical evacuation programs for large metropolitan areas, 
to be followed by a series of trial evacuations. The District of Columbia, assisted 
by the Operations Research Office of Johns Hopkins University, and the city 
of Milwaukee with the assistance of contract studies financed by FCDA, are 
engaged in detailed evacuation studies and estimates. 

In the 1954 fiscal year, appropriations by States and Territories for the pro- 
curement of civil-defense supplies and equipment were matched with more than 
$9 million in FCDA funds, bringing the total of such mutual investments to 
nearly $90 million. Another $13 million has been allocated to the States for 
matching purposes during the current fiscal year. 

; These things are behind us, but it is obvious that the task is scarcely well 
egun. 

This budget was prepared before the effects of radioactive fallout were clearly 
understod. In fact, they are still the subject of study and some information is 
as yet, for security reasons, highly classified. After we know more about the 
problem and the best ways in which to meet it, in the interest of protecting the 
American people, we may come before the Congress for additional appropriations. 

No one, so far as I know, in any sphere of human activity, understands fully 
the implications of the atomic age. Neither is anyone fully prepared to meet 
the problems it presents. Civil defense in America is inadequate to meet an 
fhemy attack today. Certainly, in view of the tremendous destructiveness of 
today’s superbombs and improved methods of delivery by intercontinental 
bombers, no one could expect that civil defense would have pat solutions. 

Nothing in life can be adequately judged unless placed in perspective. And 
I think it is only fair to point out that in the light of these facts, the notable 
thing is that civil defense has made the progress it has. We must do a better 
job. Wecan doa better job. 

All Americans are indebted to the hundreds of thousands of patriotic, self- 
Sacrificing men and women who are today participating in civil defense. They 
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are rendering a tremendous service and have established in every State apg 
Territory skeletal organizations ready to be expanded to meet the situation: |; 
we will join with them, we can build the strength which will permit America 
to survive. 


POSTATTACK CIVIL DEFENSE 


Mr. Pererson. In civil defense as I see it there are just two broad 
phases or aspects. One is the postattack phase. In other words, what 
do you doif an atomic attack occurs in a country ¢ 

We have patterned our postattack establishment in this country after 
the English experience. The English and Germans know more about 
civil defense from actual experience than any people in the world, and 
I should say our civil defense establishments are patterned pretty gen- 
erally after the English. In dealing with the attacks in the last war, 
the British developed auxiliary police services, and auxiliary fire sery- 
ices to help fight the fires that were characteristic in attacks in the last 
war. They organized medical and welfare facilities, mass feeding and 
sheltering facilities, and developed the idea of block wardens. They 
also went into the field of rescue services, because they soon discovered 
that rescue work he tr te special training and special equipment, 
otherwise you might kill more people than you would save. 

All these things were developed by the British in World War II. 
The Germans had to develop pretty much the same kind of organiza- 
tion. Since the war I have visited the Germans and they have visited 
us, and we have learned many things. 

I went to Europe in September 1953 to visit civil defense establish- 
ments for two broad reasons. First, I wanted to see if I could find out 
what the Scandinavians were doing about going underground. I saw 
municipal water systems completely underground, powerplants under- 
ground, telephone systems underground, places where destroyers could 
be placed under rock and fighter aircraft parked under the rock. The 
wey ee live under the rock and wheel the planes out to the runway to 
take off. 

The second thing I wanted to find out was whether the English and 
Germans considered civil defense a sound concept. I was told by 
people on the street and heads of the governments of many instances 
they had observed in World War II where civil defense had saved 
property and saved lives. I came away from England and Germany 
with the understanding that the concept was absolutely sound. 

In the United States every one of the 48 States and all the Terri- 
tories of the United States have civil-defense organizations that in- 
volve these services patterned on the British experience. The British 
have been kind enough to say that in some ways we have made some 
improvements. , 

Sometimes you will hear people say that we have no civil defense in 
this country. That is not true. We may not have adequate civil de- 
fense in some cities and in some States, but many cities and many 
States are doing an excellent job. 


PREATTACK CIVIL DEFENSE 


Now I would like to talk about the first phase of civil defense, which 
is to me more challenging and more intriguing at this time than the 
second phase. That is the preattack phase. What can we do in the 
preattack period to save the lives of our people? The first thing we 
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must have is a detection system which will permit us to know when 
enemy bombers are on the way to the United States. I am sure you 
are familiar with the detection systems we are building in conjunction 
with Canada. When the distant early warning line is completed and 
we have detection systems extending all the way from Hawaii up to 
\laska, Canada, Iceland, and Greenland to the Azores, we hope to 
have from 4 to 6 hours of warning in the United States. Having that 
tto 6 hours of warning time, it is now our plan to utilize the only 
tool or weapon that civil defense has in the preattack phase, and that 
isspace. That is the only thing we can use today to save lives. The 
Scandinavians are using space by going underground. ‘They are 
forced to use it that way because of their location—we can utilize 
space by moving out of the cities laterally on the face of the earth. 


EVACUATION TECHNIQUE 


After I saw the pictures taken of the test that took place in Novem- 
ber 1952 in the Marshall Islands, on which occasion a hole was blown 
i7h feet deep and big enough for 14 Pentagon Buildings, I was con- 
vinced there was no use doing any more talking about “duck and take 
cover.” If you remain in a city and it is attacked, with one of the 
bigger Weapons, you are simply going to be dead. So we started 
preaching evacuation, getting out of the major cities. At the begin- 
ning many people said, “You cannot clo it,” because they were mind- 
ful of the traffic jams at 8:30 in the morning and when we go home at 
night. But every test that has been made in the United States—and 
there have beeen several—indicates that evacuation is a sound concept. 

The first test of this type ever made in the United States, and I 
nelieve in the world, was made in Spokane, Wash., in June 1954 in 
connection with a nationwide test, the United States and Canada 
lining. In Spokane, a city of about 175,000, they moved all of the 
people out of the industrial buildings on foot—and it was raining 
at the time—they moved 16.000 people out of those buildings in 814 
minutes, 

Mobile. Ala., ran a bigger experiment. They moved all the people 
out of a downtown area of 400 blocks in automobiles, completely 
abandoned the area and moved the cars to the edge of the city, which 
would be a distance of 4 to 8 or 9 miles, in 22 minutes. They moved 
ill those people, 30,000 of them, in 22 minutes. In Houston, Tex., 
the civil-defense director made a limited experiment. He moved all 
the automobiles out of an area of 400 blocks, the main downtown part 
ofthe city. He did that in 6 minutes. 

Albany, N. Y., has had a test; and so has Erie, Pa.; and Bremer- 
ton, Wash., had one. 

_ This Administration felt it had a duty to make some detailed study 
in this field. For Milwaukee, Wis., a city of 750,000 population, with 
a metropolitan area which includes 1 million people, we hired the firm 
of Wilbur Smith Associates and the Northwestern University Traffic 
Institute. They made a study to develop certain basic data required 
for planning an evacuation at Milwaukee. It is not an easy task. 
Milwaukee is cut off on one side by Lake Michigan and on the other 
side by Chicago. Nevertheless, they made a study and found it would 
take 7 hours to move every single person out of the area. That is too 
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long, but they found in 2 hours under ideal conditions they could moye 
600,000, and in 4 hours, 900,000 people. They also found that if you 
widen a few bridges, not on primary but on secondary roads out in the 
country, and if you widened a few roads, you could materially step it 
up. They planned to move 70,000 by rail or motor car, none by water 
or air. 

The last sentence in this study is that, “Any evacuation is better thay 
no evacuation.” 

We are stressing this business of evacuation. We think we can save 
millions of American lives through evacuation in the event of an at- 
tack, assuming that we get this warning time. 


PROBLEM OF RADIOACTIVE FALLOUT 


In civil defense we are working against the development of increas- 
ingly more destructive weapons, and now we have to cope with the 
phenomenon known as fallout. I assume some of you gentlemen have 
been briefed on fallout, and I would like to discuss it with you fora 
little while on an unclassified basis. This material is still highly classi- 
fied, although I hope it will be released as soon as possible. 

In the beginning of this atomic age it appeared that an enemy, in 
detonating an atomic bomb, would detonate it at a relatively high 

oint in the air in order that he could get the maximum results from 

last and thermal effects. When an atom bomb goes off there is a blast 
effect, that produces overpressures that could pulverize a building of 
this sort. Then there is the thermal effect that could cause fire. 

The next is radioactivity. We have always known about radio- 
activity but we had underestimated it because we thought these 
weapons would be detonated high in the air. With the development 
of these tremendous weapons going into the megaton class, an enemy 
can detonate these bombs into or close to the ground and still get all 
the blast effect he wants and all the fire effect and in addition there 
will be thrown into the skies up to 50,000 or 60,000 or more feet, tre- 
mendous quantities of highly radioactive material. In other words, 
devices are available which if dropped on Washington, could con- 
pletely destroy the District of Columbia, all the buildings in certain 
areas and earth to a depth of 75 to 200 feet down would be thrown 
up in the air. The big pieces would come down immediately, but 
the smaller pieces would be caught by the prevailing winds, which 
are not necessarily the same as those at the ground, and would 
start moving out over the countryside. How far they would drift 
depends on the size of the particles and the velocity of the wind. 
Nevertheless, it creates a new problem in civil defense, the problem of 
fallout. For the first time, it is possible that farmers and ranchers, 
no matter how isolated they may be, may experience this phase of an 
atomic attack. I have complete confidence in the American people 
and believe that they will take this situation in stride when they know 
the facts. 

Here is the significance of this: Take a State like South Dakota. 
Previously it would seem no enemy would ever attack South Dakota, 
and there is no reason now why an enemy should attack it except for 
the Rapid City Airbase, which is one of the biggest in the world. If 
the enemy attacked the Rapid City Airbase with an atomic weapon 
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« that the fire-ball did not touch the ground it would have been es- 
gntially an attack on that base alone. But if they should attack that 
airbase With a large weapon with the fire-ball touching the earth, it 
is probable that people in South Dakota living on ranches and farms 
some distance away would be subject to the radiological effect. 


DEFENSE AGAINST FALLOUT 


You can see immediately that this has made our problem more diffi- 
cult, The first reaction of some people is to say it makes the problem 
impossible. That is not correct. There are many things we can do 
about it. We prepared a motion picture last September to point out 
hat people could do to protect themselves. The best protection 
against radioactivity is to get 3 feet underground. One of the best 
examples is the old root cave you will find built all the way from 
Connecticut to California. We call them cyclone caves in Nebraska. 

First I think I should say this radioactive material decays fairly 
rapidly, and suitable cover is required during the first hours or first 
day after fallout begins, depending upon intensity. Other suitable 
protective maneuvers may be required thereafter depending upon con- 
ditions. 

If you are on the ground floor in an ordinary house you cut the 
redioactivity an estimated 50 percent. However, that would not be 
enough to save your life if the dosage is intense. If you go to a base- 
ment shelter you could cut the radioactivity by about 90 percent. If 
you go 5 feet underground you cut it to one five-thousandths. If you 
had water and sanitary facilities and food you could stick it out until 
you were told you could come out or until your Geiger counter told 
you it was safe to come out. 

This budget does not reflect financing required for a solution to the 
fallout problem. It was prepared prior to and during the time we 
were getting our first detailed information regarding fallout. It may 
be that we will have to come back before this committee and ask the 
Congress for a supplemental appropriation to meet the new problems 
created by radiological fallout. 

Mr, Tomas. What is your feeling on it now? 

Mr. Prrerson. If I lived 10 to 15 or preferably more miles from 
this building I would dig a shelter in my backyard that would give 
ne3 feet of dirt over my head, because that would give me protection 
against radioactivity, fire and blast. We will have to advise the Amer- 
can people to build suitable shelters. Assuming we move the people 
of Washington out of the city in our evacuation program and have 
50,000 or 900,000 people along the roads, we will have the responsi- 
bility of taking care of them. We do not know at the moment what is 
the best way to handle that. The other day Dr. Ralph Lapp said we 
should have a $2 billion program to build some sort of cover along 
the roads. That may be one approach to it. I have no idea about the 
gure. If we can get enough information from the weather people it 
may be possible that we could judge the fallout pattern carefully 
enough that we could advise people to move out of an area about to be 
contaminated. Thus we init not have to build shelters for our citi- 


zns evacuated from every critical target area. We have scientific 
people working in that field now. 
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GEIGER COUNTERS AND DOSIMETERS 


In this budget we are submitting to you today, we do have a request 
under “Medical supplies and equipment” for approximately $4 mjj. 
lion to stockpile Geiger counters and dosimeters. 

We also have in our contributions program matching money to help 
the States purchase these instruments. We have some studies indieat. 
ing we will need for this purpose many millions of dollars more thay 
we have requested in this budget. 

You may or may not be familiar with Geiger counters. We have 
been working with the Bureau of Standards and with manufacturers 
for some time trying to develop a Geiger counter that would be an all. 
purpose instrument. There are 3 ranges, high intensity, medium jp. 
tensity, and low intensity, and nobody as yet has been able to many. 
facture at a permissible price a relatively simple Geiger counter that 
would do all 3 jobs. The lowest price thus far obtained for ay 
acceptable Geiger counter is $67. When you stop to think that fall-out 
may cover a large portion of the Nation, you can see that Geiger 
counters should be available throughout the land in such places as 
police departments, fire departments, and in the civil defense organ- 
izations. We might be in a situation where we would need to have 
several millions of them. We are not prepared as yet to submit , 
program or make a request on this subject because we do not have the 
information necessary. The fall-out pattern is still on a classified 
basis. 

In this preattack period, assuming that we get the detection systems 
installed and we get from 4 to 6 hours of warning time we can evacuate 
the cities. The cities will be gone; there is nothing we can do about 
that. The Russians have the capability of reaching them today. If 
we are successful in evacuating the cities and saving the lives of the 
people, we still have the tremendous job of sheltering and taking care 
of them. Weare making progress in this field. 

I might give you an illustration of what I have in mind. A farmer 
same to see me from Weld County, Colo. The biggest city in that 
county is Greeley. He said the farmers of Weld County have made 
plans, in the event of an emergency, to take 200,000 people from Denver 
and feed and care for them for a period up to 10 days. I asked him 
at whose expense it was planned to do this, thinking perhaps they ha( 
in mind the Federal Government bearing the expense, and he said. 
“At our expense.” They have already invited several hundred people 
from Denver, received them and taken them in on a test basis. I think 
in vast sections of the United States, that people living in small cities 
und towns and on farms could help care for 40 or 50 people for a few 
days. However, we will have a tremendous problem in feeding and 
sheltering those people. 

We are making progress. Certainly we are not making it rapidly 
enough. Certainly civil defense is not adequate to meet an attack 
should it come today. But there appears to be no substitute, for 
several reasons. The only way we could eliminate civil defense 
would be if 1 or 2 things occurred, either that men would have enoug!! 
sense to live in peace, or that the American military would be strong 
enough to prevent any enemy from ever dropping a nuclear bom) 
on the United States. 
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By the way, the military has become more and more interested in 
civil defense. Dr. Lapp pointed out that if we did not step up civil 
defense the military might not have anything left to defend follow- 
ing an attack on the United States. But we are making progress. 
This budget we are submitting to you today has been cut down to a 
low figure. This is the lowest request we have ever made. As I say, 
it does not reflect what we will have to do to meet the radiological 
program, because we were not briefed on that problem until mid- 
summer of last year, and nobody understands the full implications 
of it yet. 

POSSIBLE NEED FOR A SUPPLEMENTAL APPROPRIATION 


The program we submit will enable us to make progress. If we are 
ready, before this Congress adjourns, in the field of radiological de- 
fense, both as to monitoring and as to cover or an alternative to 
cover, I expect we would have to come in to request additional funds. 
Whether the Russians will attack this country or not is something 
we can only gues at. I believe, Mr. Chairman, that is all that I 
need to say at this time, with maybe one exception. I might call 
attention to this: As I go around the country I quite frequently run 
into people who think civil defense is a part of national security and 
therefore should be the responsibility of the Federal Government 
just as national defense is its responsibility. I have not personnally 
subscribed to that, although a case may be made in that direction. 

Also, I run into this: That if the organization and control of civil 
defense is to remain the responsibility of the States and cities, the 
Federal Government should take a larger hand in contributing to it. 

Governor Craig, of Indiana, who is a fine American, say he does 
not believe civil defense will work on a voluntary basis. I have 
studied the system in the Scandinavian countries, Norway, Sweden, 
and Denmark, but I believe that whether you and I survive an attack 
depends on what you and I do and not on what a soldier directs us 
todo. In fact I do not believe we could uniform enough men to do 
the job. It seems to me in this case the attack is on the American 
people, and only the American people can do what is necessary. How- 
ever, this matter is being debated, and I merely call it to the attention 
of the committee. 


CIVIL DEFENSE PHILOSOPHY OF MAYOR OF HAMBURG, GERMANY 


Mr. Tuomas. That is a very fine statement, Governor. We are 
delighted to have it. 

Some of the members of this subcommittee in the past 6 or 7 years 
have made investigations in Europe, and I know I have, particularly 
in Germany, with reference to civil defense. Two or three years ago 
Il remember quite vividly talking to the mayors of Berlin and Ham- 
burg, two large cities in Germany, concerning civil defense. Since 
then the mayor of Berlin has passed on. He spoke no English but 
spoke through an interpreter. 

The mayor of Hamburg lived several years in the United States 
and has a son and daughter here. The son is an M. D. in the State 
of Michigan or Wisconsin. The mayor was quite enthusiastic about 
the subject of civil defense and particularly its operations, and in 

58616—55—pt. 1 
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characteristic German fashion he said the best civil defense on eart) 
would be to have more airplanes than the other fellow to keep they 
off your territory; but, failing that, the most effective civil defense jy 
any city would i. to remove as many people as possible long befor 
the attack, those unnecessary people in the city, the old folk, the nop. 
essential workers, and so on, and that, in his judgment, was the 
soundest civil defense of all, just not to have them in the city. 

I inquired about his ideas on storage points for our critical and nec. 
essary materials, food supplies and medical supplies and so forth, 
and he said, “You people in America have the best distribution sys. 
tem in the world.” He said, “Instead of putting your critical mate. 
rials and medical supplies in a warehouse 40 or 50 miles from Chicago, 
where they would be of no benefit to you if you needed them in Chi. 
cago, because in all probability if the warehouse was not bombed you 
could not get them into the city because the highways would be so con- 
gested.” He said, “In the final analysis we had a natural setup here 
in America.” I asked what that was and he said, “It is your corner 
drugstore.” He said, “You have one in every block. ‘There is your 
distribution system. Keep your critical materials and medical sup- 
plies there where people can get to them. In a warehouse 40 or 5) 
miles away you will never be able to get them when you need them.” 

Those things have always stayed in my mind. 

I asked him about shelters. He said, “Yes, we had a lot of people 
in shelters. We had a lot of people die in them.” He went to his win- 
dow and said, “If we had an attack on Hamburg, do you know where 
[ would rather be than anywhere else in the city?” He said, “I would 
ather be out in the street beneath the window. I would not want 
to be in any shelter.” 

Of course the Germans have had far more experience, a hundred 
times more, than the British, and the Germans should have some very 
helpful ideas. Of course they do have them and they are perfectly 
willing to pass them around. 

Your problem is one too ghastly to behold. I presume we will have 
to do the best we can with it. Civil defense was first thought of and 
enacted into law in 1950, as well as I recall. I attempted to reread 
the act this morning, after an absence of 2 years from close associa- 
tion with it, and the act is as broad asa barn door. You can do almost 
anything that seems necessary. After reading the act your main head- 
ache is actually what to do under it, because it lays down a yardstick 
as wide as the territory from Seattle to New York. 


COMPARISON, 1955 AND 1956 BUDGETS 


At this point we will insert in the record the table “Summary, Fed- 
eral Civil Defense Administration” and follow that with the sum- 
mary table. 
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(The material referred to is as follows :) 


Summary, Federal Civil Defense Administration appropriations 





Increase (+) 
































Posi- | Estimate, | Posi-| Request, | | Posi- | i 
tions 1955 =| tions | 1956 ~—s| tions = 
| | crease (—) 
ee eens _ | meneame — a 
OPERATIONS | 
ivil defense planning - -- a $193, 200 30 | $243, 000 +4 +$49, 800 
(a) Research_-----.- Dette ais 750, 000 ~==---| 650, 000 |--..-- — 100, 000 
9 Civil defense education services - piceeccnt ee 2,016,678 | 113 | 2,157,000 |- | +140, 322 
3 Operations control sérvieés........-...-....- 118 3, 422, 200 182 | 4,870,000 | +64 | +1, 447, 800 
+ Technical advisory services. ..........-.-- | 97 765,305 | 97} 840,000 |._-___| 74, 695 
5, Field representation....-..........--.-.----| 169 | 1,252,900 | 182] 1,361,000 | +13 +108, 100 
4, Executive direction..........-..- . acc) i an 244,375 | 28 | 255,000 |. el +10, 625 
7, General administration._.........----.-----| 177 | 1,380,342 | 177 | 1,224,000 |_- — 156, 342 
|- “4 aiacale arias ws ae 
otal appropriation...........--- Se '1 10, 025, 000 | 809 | 11,600,000 +81 | _t13 575 , 000 
FEDERAL CONTRIBUTIONS i a 
| | 
L Riles WE reece cen dnndtnnasanan ag thas ee 2 2, 600, 000 | eolbe 1, 000, 000 |_..... | — 1, 600, 000 
iS Ce ites cen wncgnedhe peadue sito a 2, 500, 000 |....-- 3, 500, 000 |....--} +1, 000, 000 
3, Public safety services - a bctichess=|=<anne)) | ep Gee ee Lh-n<see | 1,000,000 }-....-}-....-....<..5 
4, Medical supplies and equipment. ae te ee ee es 2, 500, 000 |.._..- | 2,150,000 |.....- —350, 000 
5, Education services--_--.-.-- a whcnddutade ket 1. 700, 000 aie 2, 500, 000 |.....-} +800, 000 
6. Massicare equipment - - ---- Soldiintel Relies 500, 000 |.....- 1, 000, 000 |. ----| +500, 000 
7, Engineering supplies and equipme es atkked EL a ccant) eee be onane —1, 250, 000 
Total appropriation.............-..--- - $18, 300, , 000 ; . 412, 400, 000 | _- ~900, 000 
EMERGENCY SUPPLIES AND EQUIPMENT | ; 
| 
|. Medical supplies and equipment. .---_-_---- on ee 26, 000, 000 |_..__- 3, 300, 000 | -.----| +9, 300, 000 
Total appropriation....................- Peedi 26, 000, 000 ice, 35, 300, 000 Sistas +9, 300, 000 


TOCA SI rion edn sisecadencnatcecmen | 4% 325, - intafies “59, 300, 000 ae +9, 975, 000 


! Does not include $5,000 anticipated reimbursement. 
‘Includes $1,300,000 reappropriation. 

‘Includes $2 million anticipated carryover to 1956. 
‘Includes $2,400,000 anticpated carryover to 1957. 





Summary of appropriation request, fiscal year 1956 


| 








peas . Estimate, | Estimate, 
Actual, 1954 1955 1956 
ee — ae ——— | — i 
ikem fir 08). ee ey _| $8,084,547 | 110,030,000 | 11, 600, 000 
Total Federal contritvasiens: ... <6. cc cesecigscecnvecnes | 9, 160,590 | 213,300,000 | 12, 400, 000 
Total emergency supplies and equipment___.._._________-- -| 27, 193, 215 | 26, 000, 000 35, 300, 000 





| ae ee eee ee er ee ci | 44, 438, 352 249, 330, 000 | 59, 300, 000 


' Includes $5,000 estimated reimbursement. 
‘Includes reappropriated $1,300,000 available through June 30, 1955. 


NUMBER OF EMPLOYEES 


Mr. Tuomas. Among the many things indicated in the table is an 
increase of 81 positions in 1956 over 195 »5, Which will give you a total 
of 809 positions. I do not recall seeing a br eakdown between your 
central office at Battle Creek and the field. 

Mr. Pererson. No, Mr. Chairman. 

Mr. Fouris. Under Operations Control Services the 64 additional 
requested will all be in the field. 

Mr. Tuomas. I find it a little difficult to follow your staffing charts 
and correlate them with your activities. In C ivil Defense Pl: anning 
you want 30 people, an increase of 4. 
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Mr. Pererson. Mr. Chairman, if I may say this for the record, 
our national office is now in Battle Creek, Mich. In Battle Creek 
we have 415 people today. In our Washington office, which is a hold. 
ing operation, we have 30 people. At High Point we have 29 people 
and at Low Point, which is our training installation at Olney, Md., we 
have 40 people. Then we have in the field in what we call our regional 
offices, 146 people. 

REGIONAL OFFICES 


Mr. THomas. How many regional offices do you have ? 

Mr. Pererson. Seven, and they are located, 1 at Santa Rosa, Calif.; 
1 in Denton, Tex. We have moved them out of the big towns. | 

Mr. Tuomas. Yes; I noticed that. 

Mr. Pererson. One at Thomasville, Ga.; 1 at West Chester, Pa, 
just out of Philadelphia; 1 at Battle Creek, combined with the national 
office; 1 at Newton Center, just out of Boston; and 1 at Denver, Colo, 

We had on January 15, 660 people. The reason we are at that rela- 
tively low point is that in the move to Battle Creek we lost many 
people, particularly stenographers and clerks who did not care to leave 
Washington. 

Mr. Tuomas. I notice you have from 23 to 27 or 29 employees in 
each of your 7 regional offices. How many do you have in the States 
organizations? 

Mr. Peterson. We have no people in the States at all. The States 
operate autonomously. Our regional offices are our primary contact 
with the States. Our Denton Office serves New Mexico, Louisiana, 
Texas, Oklahoma, and Arkansas. It is the duty of the people in the 


regional office to contact the _ in those States and in the cities. 


We go through the States rather than directly to the cities. 

Mr. Tuomas. In other words, you have no State contact other than 
through your regional offices ? 

Mr. Pererson. That is correct. 


TARGET AREAS 


Mr. Tuomas. I believe last year you had a list of probable target 
areas in the United States. Have you revised that list? 

Mr. Peterson. We have listed 193 target areas, of which we index 92 
as critical. They are in 70 metropolitan complexes. 

Mr. Tuomas. At this point in the record would you be good enough 
to insert the list of 193 target areas with some indication of the more 
or less critical areas. 

Mr. Peterson. Yes, sir. 

(The information requested is as follows :) 
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Location and Population 
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TARGET AREAS for Civil Defense Purposes 


mT ASC 
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ISCO-OAKLAND 


AMENTO 
\N BERNARDINO-RIVERSIDE - 
ONTARK 
AN JOSE 
TOCKTON 


COLORADO 


CONNECTICUT 


BRIDGEFC 


*Critical Target Area 


CL) Pues Cm 


Cy 


Te ay ats 
eet 


JEFFER 
ETOWAH 
MOBILE 


SEBASTIAN 
PULASKI 


LOS ANGELES 


ANGE 

AN DIEG( 

AMEDA 
ONTRA COSTA 
{ARIN 

N FRANCISCO 
AN MATEO 
SOLANO 
FRESNO 
SACRAMENTO 
RIVERSIDE 
SAN BERNARDINO 


NTA CLARA 


AQUIN 


ADAMS 
ARAPAHOE 
DENVER 
JEFFERSON 


Fairlield Towr 
Stratford Town 
Trumbull Town 
NEW HAVEN (Part) 


ilford Towr 


Hartford City 

Avon Towr 
Bloomfield Towr 
East Hartford Town 
Farmington Town 
Glastonbury Towr 
Manchester Town 
Newington Town 
Rocky Hill Town 
Simsbury Town 
South Windsor Town 
West Hartford Town 
Wethersfield Town 


Windsor Town 


ace Lm etre 


Population Roe ea 


1950) 1950) 


ament 
Riverside 
San Bernardir 
San Jose 


Stocktor 











TU se aL 


of Counties 


PONNECTICUT (CONTD) 


#yEW BRITAIN-BRISTOL HARTFORD (Part) 140,212 146, 983 
Bristol City “T5-oeT 
New Britain City 73,726 
Berlin Town 7,470 
Plainville Town 9,994 
Southington Town 13,061 
LITCHFIELD (Part) 6,771 
Plymouth Town 
NEW HAVEN (Part) | 264, 622 
New Haven city Ter, aay 
Branford Town 0,944 
East Haven Town ! 212 
Hamden Town 715 
North Haven Town 444 
Orange Town 


West Haven Town 


_Woodbridge Town 


LITCHFIELD (Pa 
“Thomaston Town 
Watertown Town 
NEW HAVEN (Part) 
Waterbury City 
Naugatuck Borough 
Beacon Falls Town 
Cheshire Town 
Middlebury Town 
Prospect Town 
. Wolcott Town 
FAIRFIELD (Part) 
Stamford City 
Darien Town 
Greenwich Town 
New Canaan Town 
Westport Town 


DELAWARE 


DIST. OF COLUMBIA 
" see Md. & Va.) WASHING TON 


inet PZaN 





al Target Area 
ate capital not a Standard Metropolitan Area 

des population of parts of target area lying within other States 
te capital under 50, 000 population 





Target Areas by Sry 


IDAHO 


ILLINOIS 


*CHICAGO (Also see Ind.) 













*PEORIA 







"DECATUR 
ROCKFORD 
SPRINGFIELD _ 
VENPORT 
(ST. Louis,” 


(DA 


iN 


oC 










*EVANSVILLE 
*FT. WAYNE 
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i me ur 


CU Se ears 


Te 
Principal Cities 


ver 50,000 pop 


Men pL 


Pet 






COOK Berwyn 


Evanstor 





















DU PAGE 154,599 












KANE 150, 388 
LAKE 179,097 
WILL 134, 336 
“PEORIA r 174,347, WA 


7¢ 


165 


AZEWEL ; 
n 8 








Decatu 



































z 152, 385 Re 
131,484 | 131,464 | 
ROCK ISLA ~ 133,558 | (See lowa) 
MADISON = Pe 182, 307 














ST. CLAIR 205.995 








Evan 






VANDERBURGH 















































*DAVENPORT-ROCK ISLAND-~- 
MOLINE (Also see ll 
CEDAR RA 





ALLEN Ft. W 
*INDIANAPOLIS ; EL ee India 
SOUTH BEND +~=~—  ,_. - a, Joe i ~ South 
“MUNCIE ~—- ~% DELAWARE —- Muncie _ 
TERRE HAUTE — J VIGO _ — 105 Terre Haute 
(CHICAGO, ILL) |) aa. sl (See lll.) | East Chicage 
(LOUISVILLE, KY ~ CLARK , ea 48, 330 (See Ky.) | 

FLOYD 43,955 











































SCOTT 100, 698 234,256 b Davenport 
= a a 4 














DES MOINES 

DUBUQUE _ 
SIOUX CITY 
WATERLOO 
(OMAHA, NEB) 















WICHITA 
TOPEKA 
(KANSAS CITY, MO.) 


LOUISVILLE 
FRANKFORT 
LEXINGTON 
(CINCINNATI, OHIO) 

















(HUNTINGTON-ASHLAND 


*Critical Target Area 


a/ State capital not a Standard Metropol 
b/ Includes population of parts of target 
c/ State capital under 50,000 population 








“LINN = 104,274 | 104,274 "Cedar Rapids 
POLK 226,010 226,010 | Des Moines 
DUBUQUE 7 71, 337 Dubuque 































































WOODBURY _ 103,917 Sioux City 
BLACK HAWK 100, 448 _Wate rloc TE 
POTTAWATTAM (See Net 





SEDGWICK 
“SHA WNE E 
~ JOHN 
WYANDOT 


Wichita 
Topeka 








5ON 


















Kar 


as Cit 












JEFFERSON 





484,615 













FRANKLIN 25,933 
FAYETTE 100, 74¢ 
CAMPBELL 76, 196 


KENTON . 
BOYD 


104,254 
49,949 









JEFFERSON 
ORLEANS 
ST BERNARD 

EAST BATON ROUGE 
CADDO 


103,873 
0,445 
11,087 
158, 23¢ 
547 













5 New Orleans 





Baton Rouge 
Shreveport 








17¢ 


itan Area 


area lying within other States 

























re , Gea Sars 


Pa ty 


latin 


KENNEBE 
South Portland City 
Westbrook City 


Falmouth Town 





WT 34 tala 


ANNE ARUNDEL 
BALTIMORE 
BALTIMORE CITY 
MONTGOMERY 
PRINCE GEORGES 


ESSEX (Part) 
Lynn City 
Peabody City 
Salem City 
Danvers Town 
Hamilton Town 
Lynnfield Town 
Manchester Town 
Marblehead Town 
Middleton Town 
Nahant Town 
Saugus Town 
Swampscott Town 
Wenham Town 
MIDDLESEX (Part) 
“Cambridge City 
Everett City 
Malden City 
Medford City 
Melrose City 
Newton City 
Somerville City 
Waltham City 
Woburn City 
Arlington Town 
Ashland Town 
Bedford Town 
Belmont Town 
Burlington Town 
Concord Town 
Framingham Town 
Lexington Town 
Lincoln Town 
Natick Town 
North Reading Town 
Reading Town 
Stoneham Town 
Wakefield Town 
Watertown Town 
Wayland Town 
Weston Town 

Wilmington Town 

Winchester Town 


Critical Target Area 
a/ State capital not a Standard Metropolitan Area 
c/ State capital under 50, 000 population 


eC Gu ues 


Cape Elizabeth Town 
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Cm) 


Population 


ar tn 


be 



































































927 
868 
, 765 
» 916 
679 
162 
, 580 
644 
258 


—— WN Nw Ww 









o 
a 
w 






Cambridge 







Malden 


Medford 
















Newt 


Somerville 


on 
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a Componen 


Counties. or parts 
ess 


MASSACHUSETTS ‘conro) 


*BOSTON (Cont.) 




































NORFOLK (Part) 
“Quincy City 
Braintree Town 
Brookline Town 
Canton Town 
Cohasset Town 
Dedham Town 
Dover Town 
Medfield Town 
Milton Town 
Needham Town 
Norwood Town 
Randoiph Town 
Sharon Town 
Walpole Town 






Wellesley Town 






Westwood Town 
Weymouth Town 
PLYMOUTH (Part) 
VWiaaten Toon 
Hull Town 
SUFFOLK 


ee 












BRISTOL (Part) 





*FALL RIVER-NEW BEDFORD 
(Also see R.1.) 














New Bedford City 
Acushnet Town 
Dartmouth Town 
Fairhaven Town 
Somerset Town 
Swansea Town 
Westport Town 

























~ *SPRINGFIELD-HOL YOKE 
(Also see Conn 


~ HAMPDEN (Part) 
Holyoke City 
Springfield City 
Westfield City 
Agawam Town 
E.Longmeadow Town 













Longmeadow Towr 
Ludlow Town 

W. Springfield Town 
Wilbraham Town 
HAMPSHIRE (Part) 
“Northampton City 









Town 





Easthampton 
South Hadley Towr 
WORCESTER (Part) 
Worcester City 









Auburn Town 

E. Brookfield Town 
Grafton Towr 
Holden 
Leicester Town 
Millbury Town 
Northboro Town 

N. Brookiie'd Town 


Shrewsbury Town 








Town 

























Spencer T« 





Westboro Town 
West Boylston Towr 








*Critical 
b/ Inc 


Target Area 
udes 5 



















Tatra) 


338, 897 
83, 635 
23, 161 
57,589 

7,465 
3,731 
18,487 
1, 722 
4,549 
22, 395 
16, 313 
16, 636 
9,982 
4,847 
9, 109 
20,549 
5,837 
32, 690 
14,044 
TO, 665 
3,379 
596, 615 


269, 108 
TIT, 983 
109, 189 

4,401 
11,115 
12, 764 
8, 566 
6,121 
4,989 











341, 
54, 661 
162, 399 
20,962 
10, 166 
4,681 
6, 508 
8, 660 
20, 438 
4,003 
49,902 
29,063 
10, 694 
10,145 
276, 336 
203, 466 
8, 840 
1,243 
8,281 
5,975 
6,029 
8, 347 
3,122 
3,444 
10,594 
7,027 
7,378 
2,570 





pulation of parts of target area lying within other States 






OT me Ue 
Principal Cities 
Ly 



































Bostor 












Fall River 
New Bedford 


































Holyoke 
Springfield 
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Target Area Co 


Target. Areas by State rsa a at 


mG sy 


WASSACHUSETTS ‘conro» 


BROCKTON 










































BRISTOL (Part) 
Easton Town 
NORFOL (Part) 


Avon Town 






r 






































Holbrook Town 4,004 
Stoughton Town 11, 146 
PLYMOUTH (Part) 105, 368 
“Brockton City “bz, 860 Brockton 
Abington Town 7,152 
Bridgewater Town 9,512 
E. Bridgewater Town 4,412 
Rockland Town 8,960 
W. Bridgewater Town 4,059 
Whitman Town 8,413 


ESSEX (Part) 


Lawrence City 







Lawrence 
Andover Town 
Methuen Town 
N. Andover Town 

~ MIDDLESEX (Part) 
“Lowell City 
Billerica Town 
Chelmsford Town 






Lowell 


Dracut Town 
Tewksbury Town 
BERKSHIRE (Part) 























“Pittsfield City 53, 348 
Dalton Town 4,772 
Lee Town 4,820 




























Lenox Town 3,627 
BRISTOL (Part) 42,059 
Attleboro City 23,809 
N. Attleboro Town 12,146 
Seekonk Town 6, 104 
NORFOLK (Part) 19, 566 
Bellingham Town 4, 100 
Franklin Town 8,037 
Plainville Town 2,088 
Wrentham Town 5,341 
WORCESTER (Part) 6,660 
“Blackstone Town 7 968 







Millville Town 


1,692 













MACOMB 
OAKLAND 
WAYNE 








184,961 
396,001 
2,435,235 


3,016,197 
















Pontiac 
Dearborn, Detroit 


































GENESEE | 270, 963 270,963 | Flint 

KENT } 288,292 ~ 288, 292 Grand Rapids s—~S 

< . aoe ~ 68,461 4 ~ Bay City 7s a 
JACKSON — a oe x - —— a 
~ KALAMAZOO ~ 126, 707 


_INGHAM _ 





INNEAPOLIS-ST. PAUL 





ANOKA 


























DAKOTA 
HENNEPIN 676,579 Minneapolis 
RAMSEY 355, 332 St. Paul 
DULUTH-SUPERIOR ~ $T. LOUIS ‘| 206,062 Duluth 


Aliso see Wisc.) 


al Target Area 





2 Includes population of parts of target area lying within other States 










ret vad) 





Principal Citi 
Ce a Te | aS incipal Cities 


Counties or parts 


ni iit ts 


LLL aad 


HINDS 


asses 


"KANSAS CITY 
























CLAY 





45,22 










814, 357 b 























































(Aiso see Kansas) JACKSON Kansas City 
ST. LOUIS (Also see lil.) . ST. CHARLES “T, 681, 261 by] % 

ST. LOUIS 406, 349 : 

ST. LOUIS CITY 856,796 _ St. Louis 
JEFFERSON CITY aj on LL Jefferson City © EW 
ST. JOSE!'H BUCHANAN _ 96,626 | 9 "St. Joseph w 
SPRINGFIELD GREENE 104, 823 


MONTANA 
HELENA a 


NEBRASKA 










LEWIS AND CLARK 





















































































































_LINCOLN _LANCASTER 119,742 119,742, | Lincoln _ = 
OMAHA (Also see lowa) DOUGLAS 281,020 366, 395 b/}| Omaha o 
SARPY 15,693 ono 
Deus 
CONCORD a/ _MERRIMACK _ wd 63,022 
MANCHESTER HILLSBORO (Part) 88, 370 
“Manchester City 82, 732 Manchester 
Goffstown Town 5,638 
NEW JERSEY : 
*TRENTON MERCER 229,781 229, 781 iii tk Uh 
~ATLANTIC CITY __ _. ___ AT haere _ 132, 399 132, 399 “Atlantic City a e) 
(ALLENTOWN, PA.) __| WARREN 54,374 | (See Pa.) | a es : 
se.) 0C~CS~S«7]7+SEs BERGEN 539,139 (See N.Y.) aoe 
ESSEX 905,949 East Orange, Irvington, Newark, 
HUDSON 647,437 Bayonne, Hoboken, Jersey City 













Union City 















































MIDDLESEX 264, 672 

MORRIS 164, 371 
PASSAIC 337,093 Clifton, Passaic, Paterson F 
SOMERSET 99,052 
UNION 9S 398,138 Elizabeth 

(PHILADELPHIA, PA.) BURLINGTON ~ 135,910 - 
CAMDEN 300, 743 Camden 
GLOUCESTER 91,727 

(WILMINGTON, DEL.) Coece | 49,508 






NEW MEXICO 



















AL» UQUERQUE Sd _BERNALILLO . 145,673 | 145,673 
DSO I Mc seacrcdecncea SANTA FE ____38, 1$3_ 36,153 | Santa Fe ¢/ _ 











*Critical Target Area 
a/ State capital not a Standard Metropolitan Area 


b/ Includes population of parts of target area lying within other States 
c/ State capital under 50,000 population 
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Olt Mme ks CT me 
aula mS: 


Ce Counties or parts ead sr " 


fore 


rt 


NEW. YORK 


ALBANY 
RENSSELAER 
SCHENECTADY 





Albany 










T roy 










Schenectady 









BROOME Binghamton 
ERIE Buffal 
NIAGARA Niagara Falls 





























fw YORK-NORTH EASTERN New York 


EY (Also see N. J.) 


BRONX 













KINGS 

NEW YORK 

QUEEN 
HMOND 


NA AU 








ROCKLAND 
WESTCHESTER 
SUFFOLK 
MONRC 
ONONDAGA 
HERKIMER 
ONE 















New Rochelle nk s 


Vernon, 








4 


My? tis Sass siaras 






















—— BUNCOMBE 
MECKLENBURG 
DURHAM 
GUILFORD 19%, 057 
WAKE = 
FORSYTH 

| 

jewark, 

y City 

n 


LAKE 
FRAN 
7REENE 

MONTGOMERY 
LUCA 
MAHONING 
TRUMBULL 
BUTLER 

LE 
Lor 
CLA 
LAWRENC 
BELMONT 


JEFFERSON 











A 
























LORAIN-ELYRILA 










INGTON-ASHLAND, W, VA.) E 


NG, W. VA.) 











OKLAHOMA 
TULSA 









CLACKAMAS 
MULTNOM 
WASHINGTON 
MARION 







al Target Area 


a ate capital not a Standard Metropolitan Area 


udes population of parts of target area lying within other States 
State capital under 50,000 population 
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lt met) OTT] Toraet Area 


Counties or parts re Fopulatior 
ete 


Torget Areos by Stote 


of Eounties aed 


PENNSYLVANIA 
*ALLENTOWN-BETHLEHEM -EASTON 
(Also see N. J.) 
“t RIE 

















LEHIG 


NORTHAMPTON 
ERIE 


Allentown 
Bethieherr 


















LANCASTER LANCASTER 
PHILADELPHIA (Also see N.J.) BUCKS 
CHESTER 


DELAWARE 
MONTGOMER ¥ 
PHILADELPHIA 
ALLEGHENY 
BEAVER 
WASHINGTUN 
WESTMORELAND 
BERKS 


LUZERNE 









PITTSBURGH 

















READING 


WILKES-BARRE - HAZLETON _ 









YORK : YORK OR 
ALTOONA __ 2 a te _ BLAIR ag PA 
HARRISBURG CUMB 





DAUPHIN | 
CAMBRIA 
SOMERSET 

~ LACKAWANNA 
MERCER 






JOHNSTOWN Johnstown 









































SCRANTON <0 
(YOUNGSTOWN, OHIO) 


RHODE ISLAND 


PROVIDENCE (Also see Mass.) 


Scranton 















BRISTOL 
KE} T (Part) 
“Warwick City 

E. Greenwich Town 
W. Warwick Town 
PROVIDENCE (Part) 
Central Fails City 
Cranston City 
Pawtucket City 
Providence City 
Woonsocket City 
Cumberland Town 

E. Providence Town 
Johnstos Town 
Lincoln Town 

N. Providence Town 
N. Smithfield Town 
Smithfield Town 
WASHINGTON (Part) 
“Wkingstown Town 


(FALL RIVER-NEW BEDFOR NEWPORT (Part) 


Tiverton Town 
SOUTH CAROLINA 





737,203 b/ 











Cranston 
Pawtucket 
Providence 
Woonsocket 


























(See Mass.) 













































WA 

CHARLESTON __ CHARLESTON 164, 656 164,856 | Charleston 

COLUMBIA _ RICHLAND 142, 565 142, 565 ~ Columbia 

GREENVILLE GREENVILLE 168, 152 168, 152 

(AUGUSTA, GA ) AIKEN 53,137 (See Ga 

SOUTH DAKOTA Wi 

PIERRE a/ _ HUGHES y = aaa st 

SIOUX FALLS MINNEHAHA : 7 ote 
TACO! 


*Critical Target Area 
a/ State capital not a Standard Metropolitan Area a 
b/ Includes population of parts of target area lying within other States n 
c/ State capital under 50,000 population Sf Sta 





HAMILTON 


ANDERSON 
BLOUNT 


DALLAS 
TARRANT 





HARRIS 
‘POTTER 
RANDALL 


59, 407 

54, 691 
223,007 
482,393 


TT . 


614,799 


. aseee 


~ 806, 701 
73, 306 


13,774 





AUMONT-PORT ARTHUR 
PUS CHRISTI __ 


Travis — 
_JEFFERSON 





165,471 





ESTON _ 











500, 460 








130, 194 


~ 98,493 





VERMONT 


NALS Slates 


ORFOLK-PORTSMOUTH- 
NEWPORT NEWS 


al Target Area 


SALT LAKE 


WASHINGTON 


HAMPTON CITY 


NEWPORT NEWS 
CITY 
NORFOLK 
NORFOLK CITY 
PORTSMOUTH CITY 
PRINCESS ANNE 
SOUTH NORFOLK 
WARWICK CITY 
~ CHESTERFIELD 
HENRICO 
__RICHMOND CITY _ 
ROANOKE 
ROANOKE CITY 
“ALEXANDRIA CITY 
ARLINGTON 
FAIRFAX 
FALLS CHURCH 
CITY 


KING 

~ THURSTON 
SPOKANE 
PIERCE 


60,994 


42, 358 


99,937 
213,513 
80,039 
42,277 
10, 434 
39,875 
40, 400 
57, 340 
230, 310 
41,486 
91,921 
61, 787 
135, 449 
98, 557 

7,535 


160,980 
195, 083 _ 


246,453% 
337,105 


“ST, 140 


160, 98¢ 
oe 75, 083 
165,471 
194, 968 
113,066 
56, i4l 
101,048 
58,929 

~ 500, 460 
130,194 
98,493 


Memphis 


Austin 


Chattancoge 


Knoxville 


Nashville 


Dallas 
Fort Worth 
Houston 
Amarillo 


Beaumont, Port Arthur 


Corpus Christi 
El Paso 


Galveston 


Laredo S 
Lubbock 
San Angelo 
pan Antonio 
Waco 


Wichita Falls 


Ogden 


Sait Lake City 


Hampton 





4’ State Capital not a Standard Metropolitan Area 
lation of parts of target area lying within other States. 
l under 50, 000 population 








Target Are 


aT 


WEST VIRGINIA 


*WHEELING-STEUBENVILLE BROOKE 26, 904 354,092 b/ 
(Also see Ohio) HANCOCK 34, 388 , 
MARSHALL 36, 893 
bi : a Nia te BR eal E lei _71,672 Wheeling 
CHARLESTON 62,443 322,072 
KANAWHA 239,629 Charleston 
HUNTINGTON-ASHLAND CABELL ~ 108, 035 245, 795 b/| Huntington 
(Also see Ky. & Ohio) WAYNE 38, 696 
WISCONSIN 


*MILWAUKEE : MILWAUKEE : _871, 047 871,047 Milwaukee 
GREEN BAY ae - BROWN | 98,314 98, 314 Green Bay 
KENOSHA : _________]| KENOSHA ___ j 75,238 75,238 Kenosha 


MADISON 169, 357 169, 357 Madison 
RACINE RACINE 109, 585 109, 585 Racine 


DULUTH-SUPERIOR, MINN, DOUGLAS 46, 715 


LARAMIE 


MAYAGUEZ s i aa 87, 307_ 


; ai sialic _Mayagiiez 
PONCE PONCE 126,810 126, 610 _Ponce 
SAN JUAN-RIO PIEDRAS BAYAMON _ ~ | 48,000 ~ 405, 741 
CATANO 19, 865 
GUAYNABO 29,120 
RIO PIEDRAS 143,989 Rio Piedras 
SAN JUAN 224, 767 San Juan 


RGIN ISLANDS 
CHARLOTTE AMALIE ‘ Charlotte Amalie ¢ 
1 ata 
AGANA CITY 1, 330 1, 330 


AMERICAN SAMOA 


Paco paco 3/ _]| PAGO PAGO J 1, 586 Pago Pago 


*Critical Target Area 

a/ State capital not a Standard Metropolitan Area 

b/ Includes population of parts of target area lying within other States 
c/ State capital under 50,000 population 
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Mr. Tuomas. When you get to the critical areas, what organization 
do you have in those cities ? 

Mr. Pererson. The Federal Government has none. 

Mr. Tuomas. But what is your setup there ? ; 

Mr. Pererson. Every target city in the United States has a city 
civil-defense organization, as has each of the States and Territories. 
They are patterned in the traditional way following the English and 
German establishments. Practically all of them have control centers 
and they have their own communications systems and they are set up 
to meet these attacks on that basis. 


OPERATIONS 


Mr. THomas. You are expecting to spend $11.6 billion in 1956 in 
an operations program which can be boiled down to nothing but an 
educational proposition: civil-defense planning, $243,000; research, 
$650,000; civil-defense education services, $2,157,000; operations con- 
trol services, $4,870,000, that is the warning system ; and you have tech- 
nical advisory services, $840,000 ; field representation, $1,361,000; exec- 
utive direction, $255,000; general administration, $1,224,000. 

Without going into all of these subheads here, in the introductory 
statement under “Operations” it is stated: 


In 1956 the Administration will concentrate on intensified public civil-defense 
education and training, assistance in the development of evacuation plans, in- 
stallation of more adequate warning devices and procedures, and accelerated dis- 
tribution of technical guidance material, especially in radiological defense. 


You have not made any allowances in your current estimates for 
that last statement according to your general statement. 


PLANNING STAFF 


On page 32 is the “Planning staff.” Whoever prepared those justi- 
fications used a lot of indefinite language. It does not mean a thing to 
anybody, perhaps not even to the planning people. I notice one of the 
objectives of the program is— 

To assure that FCDA planning is predicated upon accurate up-to-date intelli- 
gence On enemy capabilities. 

What does that mean? Do you mean if you have an idea what the 
enemy capability is, whether it can deliver 4 or 10 bombs, your planning 
will be predicated on that ? 

; Mr. Pererson. It is very difficult, Mr. Chairman, to put this all 
own—— 

Mr. Tuomas. To put it down in black and white? 

Mr. Pererson. That is right, to put it all down in black and white. 


ESTIMATED OBLIGATIONS 


Mr. Tuomas. We will insert at this point in the record page 37 of 
the justifications. 


58616—55—pt. 126 
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(The material referred to is as follows :) 


PLANNING STAFF 
BASIS OF ESTIMATE 


The following table gives a comparison of estimated obligations by object class 
for fiscal years 1955 and 1956. 






































Actual, fiscal | Estimate, fiscal | Estimate, fiscal | Increase (+) o 
year 1954 year 1955 year 1956 decrease (—) 

Object class tt net patch 

Posi- Posi- Posi- | Posi- 
tions Amount tions Amount tions Amount tions | Amount 

| 
ae rer eee: [eed ee 
01 Personal services.............-.- 32 | $221, 193 26 | $185, 356 30 | $235, 000 4 | +$49,64 
a ac eas 6, 695 |.....- 7,000 |.....- Seg) SO aiesontany 
OB Tree BRIN A. ns kh hice ce ccd dad td hts Le acadalh Alii ce a dete 

I ss Cal endl ndlvaandvalsnaesitine tekaievelensha tase na atbeiesn 
05 Rents and utility services.......|......|_...------|------|----------|------ fsb bbedetuinwes Pag 
06 Printing and reproduction._...-.|....-- BE Se rgb tap cnn on eetysduaadecninniddiobessec. aS 
07 Other contractual services... -..|....-. 417, 366 |....-- 750,000 |.....- 650,000 |_____- | —100,000 
08 Supplies and materials..........|.....- SD 4a bce hoo abehtd~leccdss bibedoede en cee cite ke 
ae OE Fates dlewakoabenatnessaphegcantnss og 
15 Taxes and assessments.....------|----.--| SP Peeve 844 |...-.- BOOP Piet. +15 
sO Ol re 650,409 |... 943, 200 |... | 893,000 |.____ ~50, 00 

Travel.—Travel requirements for fiscal year 1956 are as follows: 

IS II OE I I i ii aise ci gakeag ain ea eet 4 
SN Te a vectra ute aihenniieedin man erent mension eae 24) 
Po Be pe Ailes eat eR ecg Re ele pA Oe, peels Te hie dn. al $29 
Fiscal year 1966, estimate.___—..____.._.--._..--.------------------- $7, 000 


Mr. Tuomas. You have personal services, $235,000; travel, $7,000; 
and other contractual services, $650,000. 
Mr. Pererson. That is right. 


RESEARCH 


I am not going to put in the record my reaction when I tried to read 
the justifications for this $650,000 item of research last night about 
10:30 or 11 o’clock. Off the record.) 


( Discussion off the record.) 
Mr. Tuomas. It is stated here: 


The rapid development of more powerful nuclear weapons and guided missiles, 
of more effective biological, chemical, and psychological warfare techniques, t0- 
gether with the possibility of clandestine introduction into this country of nuclear 
weapons, make it imperative that FCDA continues its leadership in guidance 
data for State civil-defense planning and operations. 


Mr. Puitures. We used to wonder what became of the writers 
for WPA. 
Mr. Tuomas (reading) : 


In dealing with the complex problems of civil defense which are entirely new 
to the United States it has been the policy of FCDA to avoid the creation of 4 
large standby staff for either operations or research. Research is absolutely 
essential to civil-defense planning and the most inexpensive method is to contract 
for it on a need-to-know basis. 


Then you list 5 contracts, the largest being for atomic and thermo- 
nuclear testing, $400,000. There is very little justification for that— 
The development of thermonuclear weapons with great ranges of damage 


from blast, burning, and radiation, has widened correspondingly the urgent need 
for data on their effects on American cities, structures, vehicles, and people. 
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Of course the Atomic Energy Commission, which this committee is 
to some degree familiar with having worked with it ever since it has 
been an agency, with all its secrecy and all its other items which in 
some respect are highly overdrawn, what little information that is 
available comes from them. What information do you expect to get 
with this $400,000 that you would not get by not spending it? 

Mr. Pererson. We could not get the information we need without 
the expenditure. 

Going back to this matter of intelligence referred to somewhat 
sarlier: When matters of concern to Civil Defense are discussed, I 
am a Presidential invitee to Security Council meetings and conse- 
quently am represented on the planning staff of the Security Council 
by the head of my planning staff. 

‘Mr. THomas. That is the National Security Council? 

Mr. Pererson. Yes. There are constantly before that organization 
innumerable papers, some of them highly technical, based on intelli- 
gence, and upon assumed enemy capabilities. These things are ex- 
tremely intricate and require an interminable amount of study. In 
this field one cannot speak except with careful study if he wants to 
speak sensibly. Our staff is constantly being briefed by the military 
and by the Atomic Energy Commission. 

So while this language may not be everything that might be desired, 
as language frequently is not, nevertheless, there are tremendous jobs 
to be done here. 

Coming to the matter of research, this country has spent billions to 
find out how to protect itself through the creation of instruments of 
destruction, but until 1953 not a dime had been spent on research to 
find out how to protect Mr. and Mrs. America in their homes and 
communities. It was not until that year, when this agency spent the 
pitiful sum of about $60,000 in tests conducted at Yucca Flats, in 
conjunction with the Atomic Energy Commission, that one dime had 
been spent by the American Government for the specific purpose of 
finding out how to protect its citizens in their homes. 

Mr. Tuomas. Of course we had not been attacked up to that time 
and have not been attacked yet and our thinking was carrying the 
load to the other fellow, but the shoe is on the other foot now, the 
other fellow is capable of carrying it to us. 

Mr. Pererson. In March 1953 we did spend approximately $60,000. 
We built two houses to find out what the effects of these explosions 
would be at certain distances, and we built certain shelters of various 
types and made other tests. You cannot protect Mr. and Mrs. America 
unless you know in advance what the results are going to be. You 
cannot theorize on that; you have to test. 


INDUSTRY FINANCIAL PARTICIPATION IN ATOMIC TEST 


Now this year we are carrying on other experiments at Yucca Flats. 
We are spending this time about $650,000 to $700,000, the American 
industry is donating about $110,000 in cash to participate in this test- 
ing. In addition, industry is spending several hundred thousands 
hore in work and materials to test certain things at Yucca Flats dur- 
ing tests scheduled to begin in the next few days. 
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Mr. Tuomas. I noticed a list of the contributors and from reading 
the list I got the idea it was specific items that were being tested. |; 
that right? 

Mr. Pererson. That is right. I have a project summary of all the 
things we are going to test out there this year. I will be glad to submit 
the entire summary for the record. 

Mr. Tuomas. I believe I saw a press release of 4 or 5 pages giving 
the list of contributors. What does the other statement add to this, 
some details? 

Mr. Pererson. I would assume the details, yes. 

Mr. Arrxen. That is only a list of the contributors. 

Mr. Tuomas. This almost tells the tale; does it not ? 

Mr. Pererson. I hardly think so. These are industry projects. 

Mr. Tuomas. It is not a part of this? 

Mr. Pererson. It is just a part; ves. 

Mr. Tuomas. Let us insert the shorter list in the record and maybe 
precede the insert with this paragraph from the other document: 


Method of achieving objective: The project will set up three test structures 
located at different distances from ground zero. The structures will consist of 
pits in which slabs of various kinds are supported at the ends and located where 
the pressure should not deflect the slabs bevond their elastic limits. Slabs will 
be reinforced concrete cellular steel, and of steel plate supported by channels. 


(The material referred to is as follows :) 


LIST OF PARTICIPANTS IN “OPEN SHOT” 


The following industries, associations, and companies will take part in the 
industry participation program of the civil-defense portion of the Open Shot. 


American Association of Textile Colorists and Chemists 

American Dietetic Association 

American Gas Association (natural and manufactured gas) 

American Home Economics Institution 

American Hotel Association 

American Institute of Architects 

American Meat Institute 

American National Red Cross 

American School Food Service Association 

ARMCO Drainage & Metal Products, Inc., subsidiary of American Rolling Mills 
Co., Middletown, Ohio 

Association of American Railroads 

Basalt Rock Co., Inc., Napa, Calif. 

Behlen Manufacturing Co., Columbus, Nebr. 

Brainard Steel Co., Madison, Wis. 

Buildex, Inc., Ottawa, Kans. 

Butler Manufacturing Co., Kansas City, Mo. 

Can Manufacturers Institute 

Civil Air Patrol, Nevada wing 

L. A. Darling Co., Bronson, Mich. 

Edison Electric Institute and member companies 

Evaporated Milk Association 

Fire Apparatus Manufacturers Association 

Gas Appliance Manufacturers Association 

Glass Container Manufacturers Institute, Inc. 

Grocery Manufacturers of America, Inc. 

Hiller Helicopters, Palo Alto, Calif. 

Home Furnishings Industry Committee 

Hotel and Restaurant Employees and Bartenders International Unions 

International Stewards’ & Caterers’ Association, Inc. 

Kaiser Aluminum & Chemical Sales, Inc., Chicago, Il. 

Light Aggregates, Inc., Rapid City, S. Dak. 

Liquefied Petroleum Gas Association 
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Lumber Manufacturer’s Association 

Donald T. McKenna, Madison, Wis. 

Mine Safety Appliances Co., Pittsburgh, Pa. 

Mobilehome Dealers National Association 

Mobile Homes Manufacturers Association 

National Association of Frozen Food Packers 

National Association of Furniture Manufacturers, Inc. and member companies: 
Artistic Furniture Co., Cincinnati, Ohio 
Baker Furniture, Inc., Grand Rapids, Mich. 
Beecher Falls Manufacturing Corp., Beecher Falls, Vt. 
A. Brandt Co., Inc., Fort Worth, Texas 
Brandt Cabinet Works, Inc., Hagerstown, Md. 
Chautuqua Cabinet Co. (Kling Industries), Mayville, N. Y. 
Colonial Desk Co., Rockford, Il. 
Conant Ball Co., Gardner, Mass. 
Crawford Furniture Manufacturing Corp., Jamestown, N. Y. 
Dillingham Manufacturing Co., Sheboygan, Wis. 
Dunbar Furniture Corp. of Indiana, Berne, Ind. 
Edison Wood Products, Inc., New London, Wis. 
Extensole Corp., Sparta, Mich. 
Fancher Furniture Co., Salamanca, N. Y. 
Futorian Manufacturing Co., Chicago, Ill. 
Habitant Shops, Inc., Bay City, Mich. 
Hekman Furniture Co., Grand Rapids, Mich. 
Heywood-Wakefield Co., Gardner, Mass. 
Imperial Furniture Co., Grand Rapids, Mich. 
International Furniture Co., Chicago, Ill. 
Kindel Furniture Co., Grand Rapids, Mich. 
Kroehler Manufacturing Co., Naperville, Ill. 
Landstrom Furniture Corp., Rockford, Ill. 
La-Z-Boy Chair Co., Monroe, Mich. 
Lewisburg Chair & Furniture Co., Lewisburg, Pa. 
Lullaby Furniture Corp., Stevens Point, Wis. 
Mersman Bros. Corp., Celina, Ohio 
J. L. Metz Furniture Co., Hammond, Ind. 
Michigan Seating Co., Jackson, Mich. 
Mueller Furniture Co., Grand Rapids, Mich. 
Phoenix Chair Co., Sheboygan, Wis. 
Red Lion Table Co., Inc., Red Lion, Pa. 
Selig Manufacturing Co., Leominster, Mass. 
Showers Bros. Co., Bloomington, Ind. 
Sieling Furniture Co., Railroad, Pa. 
Charles R. Sligh Co., Holland, Mich. 
Spingfield Furniture Works, Inc., Springfield, Ohio 
Storkline Furniture Corp., Chicago, Ill. 
Sun Glow Furniture Industries, New York, N. Y. 
Tonk Manufacturing Co., Chicago, Ill. 
Trimble, Inc., Rochester, N. Y. 
Widdicomb Furniture Co., Grand Rapids, Mich. 
Williamsburg Chair Factory, Inc., Williamsburg, Ohio 

National Canners Association 

National Meat Canners Association 

National Records Management Council 

National Restaurant Association 

National Retail Dry Goods Association 

North American Van Lines, Ft. Wayne, Ind. 

Paper Cup and Container Institute 

J, C. Penney Co., New York, N. Y. 

Radio-Electronics-Television Manufacturers Association and member companies: 
Admiral Corp. 
American Thenolie Corp. 
Andrew Corp. 
The Antenna Specialists Co. 
Belden Manufacturing Co. 
Bendix Aviation Corp. 
Cook Electric Co. 





Corning Glass Works 

Dale Products, Inc. 

DuKane Corp. 

Erie Resistor Corp. 

General Electric Co. 

The Hallicrafters Co. 

Hughes Aircraft Co. 

Hydro-Aire, Inc. 

I. D. E. A., Ine. 

Jefferson Electric Co. 

JFD Manufacturing Co., Inc. 

Lenz Electric Manufacturing Co. 

T. R. Mallory Co., Inc. 

Motorola, Inc. 

The North Electric Manufacturing Co. 

Permoflux Corp. 

Radio Corporation of America 

Remler Co., Ltd. 

Shure Bros., Inc. 

Simpson Electric Co. 

Speer Carbon Co. 

Stainless, Inc. 
Reynolds Metals Co. (Aluminum), Louisville, Ky. 
Rocklite Products, Ventura, Calif. 
The Society of the Plastics Industry, Inc. 
Texas Industries, Inc., Dallas, Tex. 
Trailer Coach Association 
Union Carbide & Carbon Corp. 
Weber-Costello Co., Chicago Heights, Il. 
Western Union Telegraph Co. 
Willys Motors, Inc., Toledo, Ohio 
Z& W Machine Products, Inc., Cleveland, Ohio. 


Mr. Prrerson. If I may be permitted to go on, I would like to 
follow up on my comment. 
Mr. Tuomas. Take all the time you want. 


SCOPE OF CIVIL DEFENSE PROGRAM 


Mr. Prrerson. Not one penny was spent in the United States until 
1953 to determine how you could protect the people of the United 
States. About $60,000 was spent at that time. The amount that ha: 
been spent since then, I submit to you, is a small amount of money 
to spend for the protection of the erican people compared to the 
amount we have spent in the development and. roduction of destruc- 
tive instruments. Of course, we are all happy that free man had thee 
weapons available for the defense of freedom. And I want to say 
right here that I have the greatest confidence in the American mili: 
tary which is doing everything possible to protect our country. 

Mr. Tuomas. Still we have to plan that if this thing comes to pass 
we will be hit, too. 

Mr. Prrerson. Yes. The Atomic Energy Commission and the 
military have made any number of tests in the Pacific to test the 
effects of atomic explosions upon military materials and personnel 
and installations. All that material is made available to us so that 
we can—I hate to use this word but it is one frequently used in Wash- 
ington—extrapolate it for use in our field. 

However, there is no substitution for actual tests of places like 
those in which we live, the foods we have to eat, the water we must 
drink. We must test similar things under actual conditions of e%- 
plosions. 
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We get into very difficult situations, which I could explain to the 
commitee by bringing in the man who conducts my research activities 
and who has witnessed every atomic and thermonuclear explosion 
conducted by the United States. I would say that even with what 
we are doing this year, plus what we are requesting funds to do 
next year, we could only scratch the surface of the information Mr. 
and Mrs. America need to know if this attack occurs on the United 
States. 

ANTICIPATED LEVEL OF FUTURE APPROPRIATIONS 


Mr. THomas. This law has been in operation since 1951. For oper- 
ation purposes the following sums have been appropriated : 

In 1951, $1,750,000. 

In 1952, $11,195,000, plus Pay Act costs $365,000. 

In fiscal year 1953, $8,000,000. 

In fiscal year 1954, $8,525,000. 

In fiscal year 1955, $10,025,000. 

As money goes in the national budget, that is not much. In point 
of time and in dollars and cents, how many more years, and how many 
more dollars do you think it will be necessary to spend to bring the 
public to the point of education where it will be able to reasonably 
take care of itself if one of these horrible attacks should occur? 

Mr. Pererson. I do not believe, Mr. Chairman, that anyone can 
answer that question. And, as I indicated in my opening remarks, 
itis my judgment that civil defense is a permanent and continuing 
thing, a continuing expense for Government. The reason the ques- 
tion cannot be answered is that in 1945, we dropped two bombs on 
Japan each of which was the equivalent of 20,000 tons of TNT explo- 
sive. And, last year in the Pacific in March, we exploded bombs that 
ee the equivalent of millions of tons of TNT in explosive 
orce. 

And as far as I know, and you gentlemen may know better than I, 
there appears to be no practical limit to the destructiveness of these 
bombs. In other words, they may be made much larger than they 
are presently being made. There appears to be no limit to the ability 
of the human mind to invent horrible weapons of destruction and 
better airplanes and other devices for their delivery. In the future 
we may face intercontinental ballistic missiles. Just as long as man 
keeps on making things of this nature, and just as long as there is 
a possibility of war, there will be the necessity for some type of a 
program and an organization, whether you call it civil defense, passive 
defense, or whatever you call it, which will attempt to save the lives 
of the people. 

_ I should judge that the amount of money that we have spent so far 
is extremely small as compared with the amount that we will be 
required to spend in the future in this field of civil defense. 

As a matter of fact, the amount that we have spent so far may have 
been much less than we would have been wise to have spent, although 
Tam not one of those who believes that money alone will solve the prob- 
lem. On the other hand, you cannot do things without money. The 
amount of money that we have spent so far on this activity is very 
negligible as compared to the cost of 1 aircraft carrier or 1 bomber, 
things which alone cannot protect America. The military is the first 
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to admit that the enemy has the capability to attack the United 
States. 

So I would judge that we will have to spend a lot more money, jy 
our administration and in our research, in our education and in oy 
medical-stockpiling porgrams, and in our contribution programs jp 
the years that lie ahead. 

I am sorry to take that much time, to comment on the question. 

Mr. Tuomas. I think you are 100 percent right. I doubt if there 
is anyone who can say what the needs are going to be. 


CIVIL DEFENSE EDUCATION SERVICES 


Now, let us take a look at this item, “Civil defense education services,” 
$2,157,000. Mr. Reporter, will you insert in the record, page 42 of 
the justifications ? 

(The statement referred to follows :) 


2. CIVILIAN DEFENSE EDUCATION SERVICES, $2,157,000 


PROGRAM OBJECTIVES 


The civil defense education services program has the following major ob- 
jectives: 

1. Education of the public in matters pertaining to individual, family, 
community, and national survival under attack (ref. par. 201f, Public Law 
920, 81st Cong.). 

2. Training of civil-defense officials and volunteers in the organization, 
operation, and techniques of civil defense (ref. par. 201e, idem.). 

3. Operation of a national civil defense staff college (ref. par. 201e, idem.), 

4, Training guidance through which civil-defense measures for the protec- 
tion of life and property are disseminated (ref. par. 201d, idem.). 

In cooperation with other Federal Civil Defense Administration services, re- 
gional offices, other Federal agencies, States and local communities, and private 
enterprise—especially information media and leadership organizations— these 
program objectives are being undertaken jointly by the following organizational 
units within Education Services Office : Office of Public Affairs, Publications Office, 
and Training and Education Office. 

Mr. Tuomas. Here are the major objectives: Education of the public 
in matters pertaining to individual, family, and community antl 
national survival; training of civil defense officials and volunteers in 
the organizational operation and technique; operation of the National 
Civil Defense Staff College. 


CIVIL DEFENSE STAFF COLLEGE 


You are still operating these schools ? 

Mr. Pererson. Yes. 

Mr. Tuomas. How many people are going to the schools this year, 
taking the given course of instruction? I understand that it is a very 
popular course. 

Mr. Peterson. Well, we are giving courses, first, in what we call our 
staff college. We are giving them in administrative study, operations 
control, and now in evacuation. There are three courses, plus the 
rescue-training course which, by the way, is probably the best one in the 
world, as so stated by foreign observers. 

Three of those four courses we have given at Olney, Md. In the last 
year, we have taken the administrative course to three States, and put 
them in operation at the State universities, and we expect to take them 
to more States in the future. We have taken them to Ohio, Connect- 
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icut, and Florida. The States follow up and give courses with their 
own resources. We also expect to take some of these courses to Battle 
Creek, Mich., which is our national headquarters. 


ATTENDANCE AT CIVIL DEFENSE STAFF COLLEGE 


Mr. Tuomas. You have a personnel cost of about $672,000 for 113 

ositions. 

Mr. Pererson. Yes; for education services. 

Mr. Tuomas. That covers all activities in your staff. 

Will you give us a little breakdown of your staff college; is it still 
at Olney, Md. ? 

Mr. Pererson. Yes; a part of the staff will remain at Olney. We 
have a number of instructors on the staff. A total of 40 people is out 
there at this time. 

Mr. THomas. How many people go through it? How long does each 
course last, and how many people did you take care of this last year? 
There are about 3 or 4 classes a year ; are there not ? 

Mr. Peterson. No; we have more than that. We have a staff course 
running 5 days; the operations course runs 5 days; the evacuation 
course will run about 5 days. In those courses the maximum number 
of students runs between 30 and 40. 

In the rescue course, which runs 2 weeks, we take a smaller number of 
people. ‘The reason for that is that in the rescue course people are ac- 
tually buried in debris and the students have to tunnel for them, under 
conditions of fire and all the other difficulties which stimulate them 
to learn the real thing. 

Attendance at the rescue courses has been about 1,800 people since 
the course was started. 

Mr. Tuomas. Do you have a reasonably accurate estimate of the 
number of people who have taken these courses, say for the calendar 
year 1954; do you have any breakdown on that? You state in the jus- 
tification that since 1951, since the course was started, it has been given 
over 100 times. 

Now, how many people have gone through the school? Do you 
have that information ? 

Mr. Pererson. We have the figures. I have seen them, but I do not 
have them at my fingertips 

Here is a chart or a map that we have prepared, showing the States 
from which they come. 

_ The total number who have gone through the school, the staff school, 
1s 6,170; the total number who have gone through rescue school is 1,838. 

Mr. Tomas. How many people do you intend to put through that 
school during the fiscal year 1956? Do you have that information? 

Mr. Pererson. No; I do not have it. 

Mr. Tuomas. You pay the lodging, the transportation, and the 
food costs: do you? 

Mr. Pererson. No. The lodging is paid for by the individual who 
comes there, as is his transportation. We do not pay for it. 

Mr. Toomas. All you pay for is the instruction ? 

Mr. Pererson. That is correct. 

Mr. Tomas. Do you have an estimate of the number of people who 
= go through the school in 1956, who will take this course of in- 
struction ¢ 
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Mr. Arrken. May we supply an estimate of that, Mr. Chairman! 
Mr. Tuomas. If you do not have it now. 

Mr. Pererson. We do not have it now. 

(The information requested follows :) 


Estimated attendance at staff college, fiscal year 1956 


eins (CUBNRE... ok. cast eka sateen ee iene bei deesena eu. 400 


Total students 

Mr. Prrerson. Now, with reference to the school, I think I should 
mention that the city of New York has now set up a rescue school of 
its own. They have now had some 700 people take the rescue course, 
And certain other areas have set up schools, and, of course, we would 
like as many of the States and the cities as possible to pick up more 
and more of the things which we are doing and carry them on then. 
selves. It appears, however. that it will always be necessary for us to 
conduct many types of training. 


FEDERAL CONTRIBUTIONS 


Mr. Tuomas. Let us take a look at the Federal contributions. Will 
you insert page 104 of the justifications in the record at this point? 
(The matter referred to follows :) 


FEDERAL CONTRIBUTIONS, FEDERAL CIvIL DEFENSE ADMINISTRATION 


For financial contributions to the States, not otherwise provided for, pursuant 
to subsection (i) of section 201 of the Federal Civil Defense Act of 1950, as 
amended, to be equally matched with State funds, ($12,000,000) $12,400,000, to 
remain available until June 30, (1956: Provided, That not to exceed $1,300,000 
of the unobligated balance of the 1954 appropriation for this purpose shall re- 
main available until June 30, 1955) 1957. (Supplemental Appropriation Act, 
1955. ) 

Appropriated 1955, $12,000,000. Estimate 1956, $12,400,000. 


Mr. Reporter, at this point in the record, will you insert that portion 
of the summary table, showing the request for “Federal contributions’ 
to be $12,400,000 for 1956 against an appropriation of $13.3 million in 
1955. 


(The table referred to follows :) 


Increase (+) 
or 
decrease (-) 


FEDERAL CONTRIBUTIONS 


. Attack warning —$1, 600, 000 
bs MING chek kn ee, eek ti ekashs shee +1, 000, 000 
. Public safety services...........-_.  iiacadin ckpcme taasneka ; : ee 
. Medical supplies and equipment , 500, —350, 000 
. Education services ; +800, 000 
GS ES OL eee bist Ewe Us : i +500, 000 
. Engineering supplies and equipment , 250, —1, 250, 000 








Total appropriation +-900, 000 


1 Does not include $5,000 anticipated reimbursement. 
2 Includes $1,300,000 reappropriation. 
3 Includes $2,000,000 anticipated carryover to 1957. 
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Mr. THomas. Under attack warning, you have set up $1 million for 
this coming year, a decrease of $1.6 million over last year. Why is 
that item going down ¢ 

The justification states : 

This program provides for (1) audible public outdoor warning of enemy at- 
rack to the people in potential target areas and in centers of population that 
may be subjected to radioactive fall out; (2) interior warning systems for 
shools, hospitals, and other public buildings; and (3) for the development of 
inexpensive and effective alerting device for private homes. 

Will you explain why the decrease and what you are going to do 
with the $1 million requested. 

Mr. Pererson. Mr. Chairman, this program covers the placement 
of sirens in the big cities of America, the target cities of America. 
May I say that the States and cities undertook this program and spent 
several million dollars before the Federal Government ever got into 
it. In other words, they spent some 11.5 percent of the amount of 
money covered in the total program before we started. Then we got 
into it in 1952 and we have been in it ever since. We have now 88.8 
percent of this project completed. It is felt that this program has 
been nearly completed with the exception that there will be recurring 
costs in the operating of the sirens, and it is felt that we should share 
inthat and contribute toward completion of the system to the extent 
of $1 million. 

Mr. Tuomas. Is this on a matching basis ? 

Mr. Pererson. It is on a matching basis. The sirens are of different 
types, of the electric type, and of the gasoline-driven type. 

Mr. Tuomas. What is your unexpended balance for the 1955 appro- 
priation of $2.6 million for this purpose? 

Mr. ArrKen. The figures I have here—— 

Mr. Pererson. Are you referring to the amount that is right in the 
second column there, Mr. Chairman ? 

Mr, Arrxen. The attack warning. 

Mr. Tuomas. In the attack warning program do you have any un- 
obligated funds remaining in the 1955 fiscal year, for which you had 
$2.6 million last year ? 

Mr. Fourts. We have some. I cannot give you the figures. We 
will have to supply that for the record. 

Txomas. Do you intend to obligate it before the end of the fiscal 
year 2 

Mr. Fouris. That was a 2-year appropriation, Mr. Chairman. This 
project of $1.3 million—— 

_Mr. Tuomas. How much do you have obligated of these funds? 
You say it was on a 2-year basis? 

_Mr. Fouuts. Yes, it is for 2 years. Starting in the 1954 fiscal year 
it was made a 2-year appropriation because of the biennial appropria- 
tions made by the States. 

Mr. THomas. What language was used to give you that authority? 

Mr. Founis. That was in the appropriation bill. 

Mr. Tuomas. You mean our Federal contributions have a 2-year 
limitation on the obligation of funds? 

Mr. Fouris. That was provided in the supplemental appropriation 
bill for the last year, which gave us that authority. 
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Mr. Tuomas. It was contained in the supplemental appropriation 
bill of last year ? 

Mr. Fouuts. Yes, sir. 

Mr. Tuomas. Do you intend to obligate all of the $2.6 million within 
that period ? 

Mr. Fouxts. The appropriation made by the Congress of new money 
was $1.3 million and we had reappropriated not to exceed $13 
million 

Mr. Tuomas. There was a carryover? 

Mr. Fouts. Yes, sir. 

Mr. Tuomas. Anda reappropriation of $1.3 million ? 

Mr. Fourts. $1.3 million has to be obligated within this fiscal year, 
Then we have a second $1.3 million reappropriation of new money 
available for 2 years. 

Mr. Tuomas. What is the purpose of extending this period of 
obligation to 2 years rather than one? 

Mr. ArrKen. Most of the States, Mr. Chairman, work on biennial 
appropriations. We have been up against this problem for several 
years, that by the time we make the allocations the States and cities 
have been hard pressed to prepare programs and obligate the funds 
within the available time. 

Mr. Tuomas. This is for specific locations in cities, is it not? You 
do not have this problem when dealing with the cities like you do with 
the States, do you? 

Mr. Arrken. No, we do not. 

Mr. Tuomas. This provides a warning system for X-towns in the 
various States. 

Mr. Prrerson. But we have to work through the States. We do 
not work directly with the city governments in matters that deal with 
money or that are legal in character; we proceed through the States. 
If it is a matter of information, then we do go direct to the cities. 

Mr. Tuomas. Do the States by legislation set up warning systems 
for the cities, or do the cities do it themselves ? 

Mr. Pererson. The cities do it primarily by themselves but we are 
required by law, and in our operation we w ork with the States. We 
do not, and I do not know of any part of the Federal Government 
that works directly with the cities. I think in almost every instance 
the Federal Government works directly with the States. You may 
recall that during the 1930's, there was some controversy caused by 
going directly to ‘the cities and the local bodies, rather than going to 
the States. This apparently caused some difficulty between the States 
and the local governments. It is our hope to obligate these funds 
and get the program completed wherever possible. 





COMMUNICATIONS 


Mr. Tuomas. What about your communications program? 

Mr. Arrken. The same thing i is true. 

Mr. Tuomas. You want $3.5 million this year as against $2.5 mil- 
lion last year ? 

Mr. Pererson. Yes, sir. 

Mr. Tuomas. You want to step these up about $1 million? 

Mr. Pererson. Yes. 

Mr. Tuomas. How are you going to spend these funds ? 
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Mr. Pererson. This money is to be spent to construct, equip, and 
maintain our share of the cost of the control centers and communica- 
‘ion devices of various types, including mobile units, in the cities and 
inthe States. 

Mr. Tuomas. Your justification states: 

This program is designed to contribute necessary civil defense communication 
equipment and facilities for States and local government. Contributions are 
made for telephone and radio equipment and facilities. 

Tell us what has been done here ? 

Mr. Pererson. This varies from town to town and State to State. 

Say, for instance, in California, they have divided the State into 
vertain regions and in each one of those regions there will be a control 
center. Now, that control center will be absolutely meaningless 
unless the communications facilities are installed. As a matter of 
fact, communications facilities will be meaningless unless there is a 
network which will permit the issuance of instructions for civil- 
defense work and to the public generally. 

This money will be spent to install those communication systems 
of the various types, telephonic, et cetera. 

Mr. Arrxen. Mr. Chairman, the contribution program for com- 
munications relates to the programs where we help the cities and the 
States set up communications systems. The operations control 
services relates to the communications system for the Federal Civil 
Defense Administration. 

Mr. THomas. Yes. 

Mr. Pererson. However, the argument in support of the one in a 
broad way would apply to the other. 

Mr. Tomas. Very well. 


MEDICAL SUPPLIES AND EQUIPMENT 


Let us look at your medical supply request of $2,150,000, a decrease 
of about $350,000 below last year. 
You state : 


The total material requirements of this program, based on minimum neces- 
sary medical care for an average of 5 million casualties over a 3-week period 
will cost about $35 million, Federal share. 

From the beginning of the program through fiscal year 1954, more than $15 
nillion, Federal share, has been obligated under this program. 


We will insert in the record all of page 118 of the justifications. 
(The statement referred to follows :) 


4. MEDICAL SUPPLIES AND EQUIPMENT, ESTIMATE 1956, $2 MILLION 


PROGRAM OBJECTIVES 


Objective of this program is to assist the States and localities by financial 
contributions, as authorized by Public Law 920, in acquiring initial medical 
supplies and equipment needed for first-aid stations; supplies and equipment 
for existing and improvised hospitals; emergency blood donor equipment; com- 
mnunicable disease control facilities; biological, radiological, and chemical war- 
fare defense capabilities ; and emergency sanitation supplies. 

State and local health and medical facilities must be prepared to function 
immediately and for several hours after an enemy attack. To do this certain 
initial equipment and supplies must be available for use. Requests under this 
program cover these items. 
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PAST ACCOMPLISH MENTS 


The total material requirements of this program, based on minimum necessary 
medical care for an average of 5 million casualties over a 3-week period, wij) 
cost about $35 million (Federal share). 

From the beginning of the program through fiscal year 1954 more thay 
$15, million (Federal share) has been obligated under this program. 


FUTURE PLANS 


It is planned to continue the advancement of preparedness in the States anj 
Territories, by means of the Federal contributions program, until all States 
have achieved minimum readiness to provide a certain degree of care for ay 
average of 5 million casualties. There will be increasing emphasis, not only 
on self-help, but also on mutual aid and mobile support arrangements by nop. 
critical target States. The rounding out of already well-begun programs, such 
as the first-aid station program, as well as the strong promotion of other pro 
grams such as the improved hospital program and the biological, chemical, and 
radiological warfare defense program must continue throughout 1956. 


Mr. Pererson. May I just make one comment there, Mr. Chairman! 

Mr. THomas. Yes, Mr. Peterson. 

Mr. Pererson. This, of course, does not encompass the possibility of 
the expanded program due to radiological fall-out. I just make that 
additional statement for the record. 


MASS CARE EQUIPMENT 


Mr. Tuomas. We will insert in the record page 123 dealing wit) 
mass care equipment. 
(The statement referred to follows :) 


6. Mass CARE EQUIPMENT, ESTIMATE, 1956—$1 MILLION 


PROGRAM OBJECTIVES 


Objective is to make available to States and localities, as authorized by Public 
Law 920, items necessary to the feeding, housing, and general well-being of disas- 
ter victims through a program of matching contributions. 

In line with civil-defense principles of self-help, families are encouraged ti 
have available clothing, blankets, water, and food to maintain life at least the 
first few days after attack. However, certain essential items will be needed tc 
supplement self-help provisions. Such items include stoves, stock pots, mattress 
pads, blankets, and cots. In addition, registration and information services must 
be available to sustain public morale and keep to a minimum confusion whicl 
might hamper civil defense recovery efforts. 


PAST ACCOMPLISHMENTS 


To date, about $190,000, Federal share, has been obligated under this progral 
and an additional $400,000 has been allotted for fiscal year 1955. Of significance 
is the program developed with the liquified petroleum gas industry. Considerable 
reliance can be placed on the availability and use of this alternate fuel in al 
emergency, assuring the operation of kitchens which use gas as fuel for cooking 


FUTURE PLANS 


The ultimate goal of this program is to establish sufficient local stockpiles of 
essential equipment to enable communities to begin emergency feeding, lodgins. 
and registration and information operations immediately after attack. The 195! 
estimate is designed to augment the equipment already earmarked and/or stock- 
piled near critical target areas for emergency use. 
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BASIS OF ESTIMATE 


In developing the estimate, full consideration has been given to the number and 
capacity of kitchen facilities expected to survive, as well as the quantity and 
kinds of equipment which can be expected to be available from surviving local 
outlets such as Warehouses, retail stores, hotels, and restaurants. Supplemental 
feeding equipment will be supplied entirely from local sources, including private 
homes. It is estimated that 60 percent of feeding can be accomplished through 
maximum utilization of surviving kitchens and use of equipment that can be 
expected to be available in surviving outlets. 

Mr. Tuomas. Your justification states, in part: 

Objective is to make available to States and localities, as authorized by Public 
Law 920, items necessary to the feeding, housing, and general well-being of dis- 
aster victims through a program of matching contribution. 

Mr. Peterson. Yes. 

Mr. Tuomas. What are you doing with that money now ? 

Mr. Pererson. We have done very little in this field, Mr. Chairman. 
Most of what we have done in this field so far is planning. The in- 
creased necessity for this program comes about because of the evac- 
uation concept, and we have been training people on how to use the 
aquipment and care for evacuees. 

Mr. THomas. You have had $500,000 in 1955, according to this state- 
nent. When was this item first appropriated? You want $1 million? 

Mr. Pererson. This is the third year of it. 

Mr. THomas. What did you do with the $5 1at you had las 

Mr. Tuomas. What did lo with the $500,000 that you had last 
vear / 

Mr. Arrken. That is for this fiscal year, Mr. Chairman. 

Mr. THomas. You state: 

To date, about $190,000 Federal share, has been obligated under this program 
and an additional $400,000 has been allotted for the fiscal year 1955. Of signifi- 
cance is the program developed with the liquefied petroleum gas industry. Con- 
siderable reliance can be placed on the availability and use of this alternate fuel 
in an emergency— 
and so on, but that still does not tell us what you have done or what 
you are going to do with these funds. 

Mr, Fouris. Mr. Chairman, the sum of $500,000 was requested for 
the fiseal year 1955, $115,000 of fiscal year 1954 funds were used to 
purchase some blankets, cookstoves, and other emergency equipment 
of various types. 

Mr. Tuomas. How many cookstoves did you buy ? 

Mr. Founts. I cannot answer that; I do not have that information 
before me, but will supply it for the record. 
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(The information requested follows :) 


Federal contributions, mass care 


. ——— 
FCDA | 
itern Item | Quantity! Amount 
NO. | 


ay 


Maryland, 12,300; Massachusetts, 1,000; Missouri, 36; New Jersey, 2,000; 
New York, 200; Ohio, 900; Pennsylvania, 112 ................__.____- 


| 
II-1 | Blankets, wool or wool mixture: California, 40; Colorado, 104; Maine, 2,500; | 
II-2 | Heating unit, ranges, etc.: California, 5; Maryland, 350; Michigan, 2; New 


19,192 | $39, 71 


Jersey, 2; New York, 200; Ohio, 12; Oregon, 30; Pennsylvania, 5..________| 606 | 10.8% 
II-3 | Cots, folding: Colorado, 104; Maine, 1,000; Maryland, 3,500; Missouri, 12; 

New Jersey, 6,000; Ohio, 1,800; Pennsylvania, 312...............-....--_. | 12,728 | 42.193 
II+4 | Pads, emergency: California, 40; New York, 288_-.._--- -| 328 6 


II-5 | Pots, stock with cover: California, 13; Connecticut, 2; Maryland, 400; | 
Michigan, 6; New Jersey, 4; New York, 10; Ohio, 12; Oregon, 20; Penn- 
BYIVOREATOOk kd dicilea iia ‘ 481 6, 085 
1 
| 


II-7 | Food carrier, thermal type: California, 7; Connecticut, 7; New Jersey, 3; 
New York, 5; Pennsylvania, 3_- pik ey ke 25 1,27 


II-8 | Liquid carrier, thermal type: California, 7; Connecticut, 3; “Maine, 15; 





New Jersey, 3; New York, 200; Oregon, 80; Pennsylvania, 11____._____- .| 319 | 7,857 
Forms, registration, general inquiry: New Hampshire. -__- bidck cdbde skal 2, 000 300 
III: Ny = a obi sabe cee | 25,000 4,92 
Miscellaneous: Ohio, Oregon, Pennsylvania__..............----------2-- |} 321 
Transportation costs: California, Maine, New Hampshire, Ohio, Oregon, | 

II. <i, cian ghee aadcaaae kh akan deeb ews ph cheb ou - | 1,7” 

sic aked exe ais ROR ei tks eeaidada neha pp dilctnisteb addres : | vance | 115,43 


ENGINEERING EQUIPMENT AND SUPPLIES 


Mr. Tuomas. What about engineering equipment and supplies for 
which the estimate for 1956 is $1 million. We will insert page 125 of 
the justification in the record at this point. 

(The statement referred to follows :) 


7. ENGINEERING EQUIPMENT AND SUPPLIES, ESTIMATE, 1956, $1 MILLion 
PROGRAM OBJECTIVES 


The objective is to provide financial assistance to States and localities in the 
procurement of engineering supplies and equipment required for civil-defense 
training and operations. 


PAST ACCOMPLISHMENTS 


Through the use of sample inventories of equipment and materials available 
from public and private sources in typical counties throughout the Nation, the 
Federal Civil Defense Administration has determined that sufficient quantities of 
most types of engineering equipment and supplies are available to meet civil- 
defense needs. Since these resources are not immediately available for civil- 
defense use, efforts must be made to locate them and plan for their use in an 
emergency. 

The inventories did, however, demonstrate that certain engineering items were 
not available in sufficient numbers to meet civil-defense needs. The principal 
items in short supply are (a) lightweight quick-coupling 8-inch pipe needed to 
supplement the water supply for fire-fighting purposes, (b) pipe for emergency 
repair of water mains, (c) waterworks pumps to supplement the facilities of 
water utilities by supplying water to fire pumpers and for other uses through the 
8-inch pipelines, (d@) water purification units to furnish potable water for casual- 
ties, (e) mobile chlorinators for use in emergency chlorination of water supplies, 
the disinfection of water mains and the decontamination of polluted areas, (/) 
power generators to service existing hospitals, control centers, mass care and feed- 
ing centers, first-aid stations, and other similar community facilities, and (q) tool 
kits and other service items. 

Based on the 1956 planning assumptions, the total requirement for the enginee!- 
ing stockpile is now estimated at $69 million. At the close of fiscal year 1954, 
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approximately $6,900,000 worth of supplies and equipment had been ordered and 
delivered to 40 storage sites. 
FUTURE PLANS 

Stockpiling of engineering supplies and equipment for the years 1955 and 1956 
has been Planned on a contributions basis, under which the States and localities 
carry a Share of the financial responsibilities. Items already purchased with 100 
percent Federal funds will remain in the custody and the ownership of the Fed- 
eral Government and will serve as a reserve to augment supplies and equipment 
procured in the future under the contributions program. Every effort is being 
made to locate required items or adequate substitutes, in Federal surplus in order 
to reduce expenditures. 


BASIS OF ESTIMATE 


A program of $1 million for Federal contributions for engineering equipment 
and supplies has been set forth for fiscal year 1956. Since matching of Federal 
funds for engineering equipment and supplies is a recent program, there is not 
sufficient background of experience on which to base a request. However, in- 
quiries have been received about every item in the requested program. 

Of our total program of $69 million delivery of $6,900,000 of engineering sup- 
plies and equipment was completed in 1952-53, leaving a balance of $62,100,000. 
Acquisition during 1955 is expected to be $2 million which when equally matched 
by States would leave a balance of $58,100,000. The Federal share of this bal- 
ance is $29,050,000 under the contributions program which is scheduled over a 3- 
year period—$1 million in 1956, $14,010,000 in 1957, and $14,040,000 in 1958. 
This scheduling will not overload the productive capacities of the various indus- 
tries yet will provide a reasonable supply of critical items and is believed to be 
within the financial ability of the communities involved. 

Mr. THomas. You state in your justification : 

The objective is to provide financial assistance to States and localities in the 
procurement of engineering supplies and equipment required for civil-defense 
training and operation. 

This has been a continuous item ¢ 

Mr. Pererson. No, sir; Mr. Chairman. In the past we were stock- 
piling this equipment. 

Mr. Tuomas. I notice at the close of fiscal year 1954 that $6,900,000 
worth of supplies had been placed on order and delivered to 40 storage 
sites. 

Mr. Pererson. Yes. 

Mr. Tuomas. We find in your justification that the principal items 
are water pumps, mobile chlorinators, power generators, tool kits, 
and other service items. 

Mr. Pererson. That is correct. 

We were stockpiling this material ourselves until about a year ago. 
We undertook to shift this program from the Federal stockpiling 
program to the contribution program with the idea that it is better to 
have this equipment in the hands of the people in the States and in the 
cities, so that they could maintain and learn to use it. Now, the $6,- 
900,000 worth of equipment supplies that have been ordered 

Mr. Tuomas. You have a total of $69 million appropriated for this 
purpose; have you not? 

Mr. Pererson. No, sir; $6,900,000 has been appropriated. The 
planned program is $69 million. 

Mr. Arrxin. Page 127 of the justifications will give you some figures 
on that. 
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Mr. Tuomas. You state: 


Of our total program of $69 million, delivery of $6,900,000 of engineering sup 
plies and equipment was completed in 1952-53, leaving a balance of $62,100,009, 


Mr. Pererson. That is right. 

Mr. Tuomas. Continuing: 

Acquisition during 1955 is expected to be $2 million when equally matched 
by States, would leave a balance of $58,100,000. The Federal share of this 
balance is $29,050,000 under the contributions program which is scheduled over 
a 3-year period—$1 million in 1956, $14,010,000 in 1957 and $14,040,000 in 1958. 
This scheduling will not overload the productive capacity of the various jp. 
dustries. 

Mr. Pererson. That is correct. 

Mr. Tuomas. How much fund do you have on hand now without 
appropriating these sums? 

Mr. Pererson. We have spent $6,900,000 of stockpiling money 
completely at Federal expense. We have discontinued that program 
and are now asking this year for $1 million; that is, matching fund, 
$1 million, to be put into the hands of the States. 

Mr. THomas. How much money did you have on hand as of January 
1 of this year for this purpose ? 

Mr. Fou.ts. I cannot tell you that offhand. We had $2.5 million 
allocated last year, funds that were set aside for this purpose. | 
will have to supply the unobligated balance. 

Mr. Pererson. If you are interested, Mr. Chairman, I think I can 
say in one word about what we are trying to do with the funds. 

Mr. Tuomas. Where did you get the figure of $69 million for this 
program ¢ 

Mr. Fouuts. That is the total program planned. If you will look on 
page 127 of the justifications, in the first column, total estimate of the 
engineering program, that is the planned program. That is the esti- 
mate of the total requirement. 

Mr. Puriurrs. Has that been authorized? 

Mr. Fouts. No, sir. 

Mr. Prererson. No. That is the program we are working toward 
and have planned for, and the Congress has given us approximately 
$6.9 million for the stockpiling program, and now we have shifted 
over into contributions. 

In the medical field, we have estimated our total requirement of 
medical supplies, not including the revised radiological problem, at 
$411 million. We will have stockpiled $132 million of such supplies 
at the end of this fiscal year. 

However, that is based on the assumption that with our Federal 
stockpile we would take care of 5 million surviving casualties for 3 
weeks. We arrive at that 5-million figure, on the basis of working 
closely with the American Medical Association. They have indicated 
that is the maximum number they will be able to take care of with 
medical personnel, including doctors, dentists, veterinarians, and 
everyone. So we have included this figure of $400 plus million, of 
which we will have at the close of this fiscal year, $132 million. 

Mr. Tuomas. For the first 2 weeks, it will be a divided responsibility 
and after those 2 weeks, it becomes the Federal responsibility ? 

Mr. Pererson. At the present time we are planning for the States 
and the cities to have enough medical supplies on hand to take care of 
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their people for the first 4 hours only, and then the Federal medical 
stockpile will be available to augment local supplies. __ 

The Federal stockpile will be located outside of the cities far enough 
« that they will not be destroyed by bombs and yet can be reached by 
yotor cars Within about 4 hours. 

However, I am hoping, Mr. Chairman 

Mr. THomas. You say in 4 hours # 

Mr. Pererson. In 4 hours. I am hoping, Mr. Chairman—and so 
far it is only a hope—that we will have a warning time of 4 to 6 hours, 
and that we can cut down tremendously on the number of casualties. 

Mr. Tuomas. In other words, the medical people say that you can 
take care of but 5 million people at any one time, and that would in- 
clude in every city all the halls, schoolhouses, and every available house. 
and I imagine every room that is big enough to provide a room a 
hundred feet square, public, private, or what not. 

Mr. Pererson. Yes. 

Mr. Tuomas. Of course we have no idea how many people are going 
to be injured. 

Mr. Pererson. No, sir; there is no assurance of exact requirements, 
but the $132 million worth of supplies that we will have at the end 
of this year is a very small amount in the event an attack should come 
now. We are asking for—and I will ask the budget officer to correct 
ue if Lam in error—an additional amount of $35 million. 

Mr. Tuomas. Before you get into that: Mr. Reporter, will you put 
at this point in the record in tabular form the Federal contributions 
through the years 1951, 1952, 1953, 1954, and 1955. 








Federal contributions 


si cians a tee eh aor a Ne cist cidiseetiedsarnintiasiiaads $10, 500, 000 
ON. sarc ataiiiem tne Mat NS FL ERM 12, 000, 000 
RRR acti 15, 000, 000 


‘Plus $1,300,000 1954 funds reappropriated. 

Mr. Tuomas. Do you have the figures showing the unexpended bal- 
ance in all of the funds covering this item of Federal contributions ? 

Mr. Pererson. I think that can be supplied for the record. 


OBLIGATIONS AND EXPENDITURES 


Mr. Tomas, Well, just insert a table in the record showing the 
nobligated balances for each one of the contributed funds as of the 
iiost recent date you have. 

Mr, Arrken. Yes. 
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(The information requested follows :) 


A bnahyase of apprepriettens as of Dec. 31, 1954 



































pet Fiscal year 1955-56 Fiscal year 1954 | 
PU WON ii hs Brat: | Fiseal yo 
Appropriation and activity | 1956-57 l l Et ae a 
reques oi ie 2 rc ri 
quest | Obligation en | Obligation | | — | Penditures 
| =a 
Contributions to States: | 4 
Attack warning-- | $1,000,000 | $188,299 | $14, 246 | $2,081,001 | $963,883 | $664, or; 
Communications__.._._..| 3, 500, 000 467, 672 | 74,057 | 4,739,288 | 1,953,627| 1 783, 539 
Public safety services..___| 1, 000, 000 42,223, 19, 600 646,397 | 280,963 | 5, 559. 1m 
Medical supplies and ore 
equipment______- ; -.| 2,150, 000 90, 137 | 30, 329 | 1,011, 808 171, 429 | 59 By 
Education services _- 2, 500, 000 | 69, 295 | 22, 351 635, 240 395, 138 | Ln 94 
Mass eare equipment _ _| 1,000, 000 27, 901 12, 600 115, 430 | 69, 363 | 47.8) 
Engineering supplies and 
equipment_____ | 1,250,000 3, 880 | : st 0 | 0 20. 900 
ee eee Pipes 3 0 0 | 78183 
WR cick tens i Radiat ite iol 880, 407 | 173,183 | 9,229,164 | 3,834,403 | 9, 459, x 
Unobligated balance______|.........___| 12, 292, 563 97, 866 | 0 |.. : 
Unexpended balance is | @) 3g Sees | 5, 492, 627 5, 540, 78 
Not realized______. asi aas en ceie el 127, 030 | s : Badal sci 
Funds available... .__- 12, 400, 000 (113, 300, 000 | 13, 300, 000 | 29, 827, 090 9, 327, 030° _15, 000, 0 
Emergency supplies and | | | | 
equipment: | | | | 
Medical supplies and | 
equipment 35, 300, 000 23, 637, 491 985, a 27, 447, 727 | 18,695,577 | 18, 786,27 
Engineering services - } 0 24, 720 5, 273 | 982. 497 
a Segre so ..-| 23,637,491 | 985,843 | 27, 472, 447 | 18, 700, 850 “19,7 768, 724 
Unobligated balance... |... oe | mes 7 OE Laie ea 
nH nallotted balance. -.-.-------| 2,000,000 | Enact sah ieetia 
Unexpended bal aes... <i e ; -| 25, 014, AT 4h oP oe 799, 150 231, 278 
Funds available ...| 35, 300, 000 | 2h, 000, 00 | 26, 0 10, 000 | 2 27, 5 7, 500, 000 | 20,000, 000 


1 395/60110, $12,000,000; 3950110, $1,300,000. 
2 $10,500,900, total allocation; $1,172,970, transfer to 3950110. 


STATUS OF PROGRAM IN THE STATES 


Mr. Tuomas. The cities have another 18 months to go; have they 
not ? 

Mr. Airken. They have 11 months now to go in getting the program 
set up before we reallocate the funds. 

Mr. Pererson. We provided a cutoff time. 

Mr. Arrken. In order to reallocate such funds as they were no! 
going to use, we would reallocate what some States had not used, for 
other States that have additional requests. 

Mr. Fouts. I have the other figures that show a more complete 
breakdown, less the amount 

Mr. Tuomas. That is less the unobligated amounts? 

Mr. Fouuts. Yes; that is the oblig ited funds. . 

Mr. Pererson. But they were just getting started. There are quite 
a number of reasons for that. Would you like me to go into that! 

Mr. Tuomas. Go ahead. 

Mr. Fouts. We received our appropriation this year in mid-Sep- 
tember, and it was necessary to replan the program of allocations to 
the States based on the amount appropriated. We advised the 
States of the amounts so allocated and requested them to submit State 
plans. Then the plan has to be approved or revised. When the pla 
is finally approved it goes back to the States. After this has beet 














iseal year 
1953 ex- 
enditures 








9, 459, 202 
5, 540, 798 


ee 


5, 000, 000 


8, 786, 227 
982, 497 





9, 768, 724 


~ 931, 278 


» they 


gram 


e not 
d, for 


iplete 


quite 
at! 


-Sep- 
ns to 
1 the 
State 
plan 

beet! 





419 


done they send in their individual projects, applications, broken down 
by the various major headings. These are approved, and at that 
joint become an obligation. That is the reason for some of the delay 
in getting the program rolling. It is just beginning now to roll and, 
between now and the next 3 or 4 months, we will obligate a great deal 
more money than we have in the first few months. 


EMERGENCY SUPPLIES AND EQUIPMENT 


Mr. THomas. Mr. Reporter, at this point, insert in the record the 
table on page 136. 
(The information requested follows :) 


1. MepicaL SUPPLIES AND EQUIPMENT, ESTIMATE 1956, $35,300,000 
PROGRAM OBJECTIVE 


The objective of this program is to procure and store Federal reserves of health 
aud special weapons defense supplies and equipment to supplement local stores. 
The medical supplies and equipment program is, in general, based on a combi- 
nation of (1) local supplies and equipment acquired on a matching fund basis 
under the Federal contributions program to provide for emergency medical care 
ond public-health services in the first few postattack hours, and (2) Federal 
“backup” reserves, financed entirely by the Federal Government under this 
program, to provide for the continuance of such care and services after the 
frst few postattack hours and through the postattack emergency period. 

In the main, those quantities and types of supplies needed for approximately 
the first 4 postattack hours are being stored by local communities, under the 
matching fund program. The remainder of the supplies needed to carry a com- 
munity through the emergency period are being stored under the Federal Civil 
Defense Administration general warehousing system. Two major factors are 
nvelyed in planning this program. These are: (1) Inventories of the normal 
medical supplies of a community are almost negligible when compared to the 
quantities and types needed in a civil-defense emergency; and (2) the Depart- 
went of Defense has advised the Federal Civil Defense Administration that there 
can be no assurance the armed services stockpile of medical supplies and equip- 
nent will be available to civil defense in an emergency. 

Most surgical supplies are shipped almost immediately from the production 
line to the consumer, frequently without any intermediate retail step. Manu- 
facturers engage in warehousing only to the extent necessary to maintain these 
shipments. Inventories of retail surgical supply dealers. sufficient for only 30 
to 60 days of normal peacetime consumption, would in an emergency be exhausted 
ilmost immediately. As an example, a Department of Commerce study of sur- 
gical instruments and equipment revealed that within a 100-mile radius of the 
District of Columbia there were not enough supplies in the hands of dealers to 
equip a single 100-bed hospital. Furthermore, retail medical and surgical-supply 
dealers, as well as the manufacturers and wholesalers, are usually located in 
the business sections of cities, and are therefore highly vulnerable in the event 
of attack. 

Drugstores and their supporting chain retail warehouses form a definite part 
of the overall civil-defense medical supply plan. However, the types and per- 
centage of medicinals and surgical textiles distributed through drugstores and 
drugstore warehouses would at best form only a minor reservoir for civil-defense 
ihedical and surgical needs. Only about 10 to 15 percent of surgical textiles are 
distributed through this channel, and most of these are for home treatment of 
ininor injuries and therefore are not suitable for surgical operating room use. 
Drugstores rarely carry surgical instruments. The amounts of antibiotics they 
would have at any given time would be small in comparison to the overall civil- 
lefense need. Hospitals, the largest consumers of surgical supplies, maintain 
only minimum stores of such supplies because they cannot afford the cost and 
storage space to accommodate the much larger levels required for civil defense. 
While the armed services are prepared to assist to the extent of their ability 
in Civil-defense emergencies, their stocks cannot be relied upon for civil-defense 
use. A letter on this subject, signed by the Secretary of Defense, dated July 
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3, 1951, and reaffirmed on September 15, 1953, by the Assistant Secretary o 
Defense, points out that the military departments are not planning, in thei; 
computation of material requirements, for the support of civil-defense operations 
The letter concludes with the statement: “For your budget planning purposes 
therefore, I think you must consider that military stocks will not be availabje” 


MEDICAL SUPPLIES AND EQUIPMENT 


Mr. Tuomas. For “Medical supplies and equipment,” an estimate 
for the fiscal year 1956 in the amount of $35,300,000. 
You state: 


In the main, those quantities and types of supplies needed for approximately 
the first 4 postattack hours are being stored by local communities, under the 
matching fund program. The remainder of the supplies needed to carry a cop. 
munity through the emergency period are being stored under the Federal Ciyj) 
Defense Administration general warehousing system. Two major factors are 
involved in planning this program: one, inventories of the normal medica] 
supplies of the community are almost negligible when compared to the quantities 
and types needed in a civil-defense emergency, and, two, the Department of 
Defense has advised the Federal Civil Defense Administration that there cap 
be no assurance the armed services stockpile of medical supplies and equipment 
will be available to civil defense in an emergency. 


Further on, we find this statement : 


Inventories of retail surgical supply dealers sufficient for only 30 to 60 days of 
normal peacetime consumption, would, in an emergency, be exhausted almost 
immediately. As an example, a Department of Commerce study of surgical 
instruments and equipment revealed that within a 100-mile radius of the District 
of Columbia, there were not enough supplies in the hands of dealers to equip 
a single 100-bed hospital. 

I read that with some degree of misgivings last night. 

Mr. Reporter, will you insert in the record the table on page 29 of 
the committee print which shows that in 1952 there was appropriated 
for this purpose $56 million. We had a budget request for $200 
million. In the fiscal year 1953, $20 million was appropriated against 
a budget request of $243 million. In 1954, $27.5 million was appro- 
priated, and we had a budget request for $100 million. 

In 1955, $26 million was appropriated against a budget request of 
$60 million. 

So we have had appropriated for 1952, 1953, 1954, and 1955 about 
$130 million for medical supplies. 

(The table referred to follows :) 


APPROPRIATIONS ESTIMATES 
1952 (supplemental) -__--. * $56, 000, 000 | 1952__.-..______.________ $200, 000, 000 
1953 (supplemental)... 20, 000, 000 | 1953___.._._.__.__________ 243, 000, 000 
1954 (supplemental)... 27,500, 000} 1954_-___.__..__._._.___ 100, 000, 000 
1955 (supplemental)_.__. 26, 000,000) 1955_________---________ 60, 000, 000 
$6 u aid as. bdiscat suuscdon 35, 300, 000 


1Unobligated balance of funds appropriated for ‘Federal contributions” in the Third 
Supplemental Appropriation Act, 1951, shall be available for the purpose of medical 
supplies and equipment, 


Mr. Tuomas. Tell us, of those purchases, how many of them have 
been translated into supplies, and how many of them are on order, 
and the general whereabouts of those supplies ? 
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RENTAL OF WAREHOUSE SPACE 


| notice you are spending a little over $2 million a year for rental 
of warehouse space. Is that correct ? 

Mr. Arrxen. That is approximately correct. That is broken down 
on page 76 for next year. 

Mr. Tuomas. $2,270,000? 

Mr. Fouuts. Yes, sir. 

Mr. THomas. That is another request? 

Mr. Fouts. That will be the cost next year. 

Mr. Tuomas. That is what you are requesting? 

Mr. Pererson. Yes, sir. 

Mr. THomas. Where are these depots to be located ? 

Mr. ArrkeN. They are listed on page 75. 

Mr. Tuomas. We will put in the record pages 75 and 76. 

(The statements referred to follow :) 


3. OPERATIONS ConTROL SERVICES 


BASIS OF ESTIMATE 
Project costs 

Through fiscal year 1955 a total of 2,401,000 gross square feet of space was pro- 
vided in 22 locations to store medical supplies and equipment. The continued 
operation of this space during fiscal year 1956 will require an estimated amount 
of $1,793,325. The following table reflects the location, gross square footage, and 
pertinent costs for each warehouse : 


Pind wie Fiscal year 
Space, gross Fiscal year 1955 esti- Estimated 





Location square feet co oosse a | mated obli- | annual costs 
ion dates a 
gations 
Brémen, Tail. i cscidedia+sedtenkin=« +. 75, 000 scthse tea ial $83, 845 $83, 845 
Carrollton, Ga... ih il as nee a 44, 000 ‘ E 61, 905 61, 905 
Ellenville, N. Y ee ae — 33, 000 4 stasah 60, 205 60, 205 
Gilbertville, Mass.......------ * an euaael 114, 000 ih asteaseiaaeaa 95, 165 95, 165 
Lake Chrawtet, Mas ti dock ci ed dcdncedi- add 46, 000 maaebnel 56, 985 56, ORS 
Marshall, Mich. _--- Beas cheete a nese — 7, 000 67, 520 67, 520 
Newcastle, Pa____- adhe leh oletabint bt Me) 127, 000 . } 107, 430 | 107, 430 
Sen Jose, Oates cid< cacecaease ‘ =e 48, 000 7 5; 61, 205 61, 205 
Springfield, Mo. (rent free).....--..--- aiaal PED ess ccdnede anime 59, 220 | 59, 220 
Zanesville, ORL. 2. op abot. 55 56k Sian 95, 000 ee ee 87, 327 87, 327 
Veterans’ Administration (rent free), Somer- 

ville, N. J ve lawned warmers é 429, 000 bagaee ie 108, 132 83, 820 

U.S. Navy (rent free): 
Mechanicsburg, FS. 2... ~..-.-.-,«------- 51, 000 2, 000 2, 000 
Clearfield, Utah_____- Past. seek et 23225 25, 000 2, 000 2, 000 
Spokane. Wee. s5..<.---.-- ; SR eadadel 25, 000 |__- 2, 000 2, 000 
Maine-New Hampshire... -.-.-..--.------------ 100,000 | Apr. 1, 1955 54, 910 99, 152 
Central Pennsylvania ---- ------ Jets 350,000 | Dee. 1, 1954 231, 618 256, 578 
Southwestern Kentucky - - ------- aa nian 100,000 | Apr. 1,1955 54, 910 99, 152 
Northern TitaeGiic: 3. cuit t. stseicpacko 2 oseset 150, 000 do 74, 137 145, 204 
Northern Iowa_- are eS, 100,000 | Dee. 1, 1954 106, 952 99, 152 
Washington-Oregon...........----------------| 75,000 | Jam. 1, 1955 63, 672 83, 156 
Northern California aa eK Sige 100,000 | Dee. 1, 1954 106, 952 81, 152 
South Central California. -.---..------- 100,000 | Apr. 1, 1955 54, 910 99, 152 
2, 401, 000 v= 1, 603, 000 1, 793, 325 

Total fiseal year 1956 costs for existing 

warehouses... .--- -- Seats g iWin odes ae we ee 1, 793, 325 


The following table reflects the Federal Civil Defense Administration planned 
activations for fiscal year 1956 in the amount of 370,000 gross square feet required 
to provide minimum space for materials delivered through fiscal year 1956. 
Activation dates are scheduled for October 1, 1955, so as to afford space for 
distribution of new procurement. Locations of some warehouses have not been 
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indicated since further review of classified materia) concerning the effect y 
nuclear weapons is required for a determination of secure areas. 


} >: 
Space, gross | aa year 
square feet | *°0 stim 
Obligations 


MIND Wii dit a came dcnmsnndnnuvencupnes kacipees | 120, 000 | $143 77 
a conavansisitg-o~ ohn enind oo talamniidn-saaeer sell lia = aI 100, 000 | 127.1% 
ET SND os ae anccesescebsascceanmnpe ee eee et tie As sae 100, 000 | 127, 7% 
DOVE OR iis 3 ~ 5 sis hos ben 5s -h cave one ie Ee eS 50, 000 { TT 56 

Dookie cinwennenn nll R lll. JR a aa 370, 000 476, 6 





Or 


The medical procurement program of $35,300,000, as reflected in the emergency 
supplies and equipment appropriation request, will require 535,000 gross square 
feet, 165,000 gross square feet of which is available in facilities activated during 
fiscal year 1955 and earlier. 


Jstimated fiscal year 1956 obligations for space acquired in 1956____ $476, 675 
Estimated fiscal year 1956 obligations for existing space_____________ 1, 793,325 
Total supply service: project coves. ou ob eek. _. 2, 270,00 


Mr. Tuomas. I notice the Veterans’ Administration warehous 
space at Somerville, N. J., is rent free. 

Mr. ArrKeN. Yes. 

Mr. THomas. You have there 429,000 square feet. I went through 
that warehouse this summer and, as well as I remember, if my memory 
serves me correctly, you were utilizing abont 50 percent of the space 
available at Somerville. 

Mr. Airken. The arrangement for that space was made rather late 
in the year and we had not had time to complete the deliveries that 
will be there. 

Mr. Pererson. In most of our stockpiling, we are overcrowded. 
That is one of the problems, and as you see on that table—— 

Mr. Tuomas. Is that not the common practice with most. of the 
Government warehousing? I find that is true with General Services 
and other agencies, and I have gone through a good many of them. 
That occurs in many of the warehouses. The space is not utilized 
for more than 75 percent of the total equipment and that situation 
exists in many of these Government warehouses. I can say that from 
firsthand knowledge; I have been in them. The answer is that some 
of them are too big and it is hard to find them near the area where 
they are needed, but the fact remains they are still only partially 
utilized. 

I notice you have an estimate here for Bremen, Ind., at an annual 
rate of $83,845. How much are you spending per square foot for 
that. space? 

Mr. Pererson. It is a little over $1. 

Mr. Tuomas. You are getting 75,000 square feet ? 

Mr. Arrxen. About $1.010. 

Mr. Troas. $1.010 is pretty high-priced space is it not? 

Mr. Fouuts. That includes everything, including the warehousing 
personnel. 

Mr. Tuomas. What is your arrangement with the General Services 
Administration ? 

Mr. Fovnis. They do all our warehousing; they procure all our 
warehouses and they staff them. 
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Mr. Toomas. Do they do your buying‘ 
Mr. Pererson. No, sir. 
Mr. Arrxen. No, sir. 


PROCUREMENT OF MEDICAL SUPPLIES 


Mr. Tuomas. Who does your buying? 

Mr. Pererson. The Armed Services Medical Procurement Agency 
does our buying; we buy nothing ourselves. The reason for that is 
that it results in economies. They buy a tremendous number of things 
themselves, and we effect some economy to the Government through 
quantity buying. 

Mr. Tuomas. Since General Services Administration is doing the 
warehouse procurement, why do they not do your buying as well? 
They have items which they ‘buy, just like the Veterans’ Administra- 
tion or the armed services. Is there any particular reason why the 
Armed Services Procurement people should do your buying rather 
than General Services Administration? You have been warned by 
the armed services people, that, in case of attack, they are not going 
io be in position to fulfill your medical needs. 

Mr. Arrken. Most of our medical stockpile items are secured by the 
Armed Services Medical Procurement Agency today, generally, they 
secure them 

Mr. Tuomas. How many common-use articles are they buying for 
you? 

Mr. Arrken. They supply most of the medical supplies. 

Mr. Tuomas. In the common-use field the# are purchased by the 
armed services ¢ 

Mr. Arrken. Yes, sir. 

Mr. Tuomas. And to some extent by the Veterans’ Administration 
and to some extent by the General Services Administr: ation, they use 
the same process. Why should you ask the military service to buy 
these common-use medical items rather than having General Services 
Administration do the buying ? 

Mr. Pererson. This arrangement was made before I came into the 
agency. I will follow up the suggestion that is implied in your ques- 
tion. 

Mr. Tuomas. It may be the best method for procuring them. 

Mr. Pererson. I will look into it. 

(The following letter was received by the committee later :) 

FEDERAL CIvIL DEFENSE ADMINISTRATION, 


OFFICE OF THE ADMINISTRATOR, 
Washington 25, D. C., February 16, 1955. 





Hon. ALBERT THOMAS, 
Chairman, Independent Offices Subcommittee 
of the House Appropriations Committee, 
House of Representatives, Washington 25, D. C. 

Dear Mr. CHAIRMAN: At our hearing you questioned me as to why we con- 
ducted our medical procurement through the Armed Services Medical Procure- 
ment Agency rather than the General Services Administration, the Department 
of Health, Education, and Welfare, or the Veterans’ Administration. If you will 
recall, I said that I could not answer that right off for it had happened prior to 
my joining the agency, but that I would look into it. 

In checking on this, I find that this whole problem of procurement was discussed 
in 1951 with all of the agencies mentioned, and that each and every one of them 
recommended that the Armed Services Medical Procurement Agency be selected 
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as the best qualified purchasing agency for medical procurement. As a matte; (T 
of fact, in an attempt to work out a delegation of authority with the GSA jyy 
recently, this problem was proposed for a delegation. GSA declined the delegy. 
tion with the comment that “since GSA does not normally procure medica) 
items, it would no doubt continue to have ASMPA purchase all medical supplies’ 

I think that the biggest factor in using the ASMPA, other than the tremendoys 
savings involved by grouping our orders with those of the armed services, js 
the fact that we get without additional cost the laboratory testing and fiej 
inspection of that service. 

Under the circumstances I feel that this type of purchasing should be continued 
through the ASMPA. 

Sincerely, 
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VAL PETERSON, 


Mr. Tuomas. Since it is a civil organization, I am just wondering 
why you wanted the Army to do the buying. “ 
Mr. Prrerson. I will be very glad to look into it. a 
Mr. Tuomas. There would not be any possibility of mixup in the Hi sur 
civilian supplies you need with the military supplies. Chile 
Mr. Pererson. I will check into that. oe 
en 

RENTAL OF WAREHOUSE SPACE Ban 

Ban 

Mr. Tuomas. Does the General Services Administration procure the 3°" 
warehouse for others ? 

Mr. Prrrrson. Yes, sir. We want to get the warehouse space as 
economically as we can, and we cannot necessarily take the lowest cost 
warehouse, because we must take into consideration the geographical let 
location. » 

Mr. Tuomas. That is what I am getting at. ‘ 

Mr. Prrerson. We must take the places that are located closest to i 
the target city. And I assume at Bremen, Ind., that particular place #° 
was chosen with the idea of supporting Chicago. ~ 

Mr. Tuomas. How far is Bremen from Chicago? That is the only 
one I see near Chicago. In northern Illinois you have another item. 

Mr. Pererson. Yes. 

Mr. Tuomas. What does that mean; 150,000 square feet, April 1, 
1955. You do not have that yet? 

Mr. Prrerson. No; we do not have it yet. re 

Mr. Arrxpen. That is what we hope to get. That is the program. 
As a matter of fact, after the table was presented we have had two 
minor revisions. Do you want me to correct them for the record! 

Mr. Tuomas. Yes. 

Mr. Arrken. In Pennsylvania, central Pennsylvania, 350,000 square 
feet, that space was approved by the Armed Services Committees 
and then we were asked to defer occupancy so that they could move 
an industry into it. 

Mr. Tuomas. In round figures you have already purchased about 
$125 million worth of hospital supplies and equipment. 
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TYPES OF MEDICAL SUPPLIES AND MATERIALS PROCURED I 


You might give us some type of general breakdown as to the type C 
of medicine, hospital facilities, or whatever it is, at this point in the 
record, a 
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Ammonia inhalant solution, aromatic, 
ampuls 

cated sulfate tablets, hypodermic 

Dextran injection 

Dextrose injection 

Dextrose and sodium chloride injection 

Digitalis injection 

Epinephrine tablets 


‘inued 


(The information requested follows :) 


The following are examples of some of the supplies and materials that are 
procured under the emergency supplies and equipment appropriation : 


Gauze, absorbent 

Mask, surgical, gauze 

Pad, abdominal 

Airway, plastic 

Applicator, wood 

Blood donor set, indirect transfusion 
Catheter, urethral 

Forceps, all types 


30N, Ergotamine tartrate tablets Gloves, surgeons 
Ether Blade, surgical knife 
ring Mag Nikethamide injection Needle, hypodermic 
© BB rhiopental sodium, sterile Scissors 
Phenobarbital tablets Stethoscope, combination type 
Water for injection Suture 
1 the HP Aureomyecin HCl capsules Syringe, Luer 
Chloramphenicol capsules Blankets 
Insulin injection Sheets 
Penicillin ophthalmic ointment Towels 
Penicillin G, erystalline Laboratory chest 
Bandages, cotton Procaine hydrochloride and epinephrine 
Bandages, gauze Anesthesia set 
a the Compress and bandage, field 
7 CONDITION OF STOCKPILE MATERIAL 
cost mm r . eae ‘ ‘ 
nal Mr. Tuomas. What is the condition of that stockpile; is there any 
, ieterioration going on? 
Mr. Pererson. In the medical stockpile program, the only things 
t to ago! Major consequence that are subject to deterioration are the anti- 
lace May Dotics. We have been trying to make contracts with the suppliers 
in this field to rotate this material for us. 
my hain Daw eleheictele 
a CASUALTY SERVICES 
11 INITIAL SUPPLIES AND EQUIPMENT FOR IMPROVISED HOSPITALS 
Mr. Tuomas. Let us see if we can get some of these items in the 
reord. You have one item here, page 141: 
am. os , ‘ 
"a _Initial supplies and equipment for improvised hospitals, which may be set up 
"1 in schools, churches, and similar buildings. 
rd! : 
Vell, that is rather general. 
on _Mr. Fouuts. Mr. Chairman, we have a list here showing the many 
a items that go into the improvised hospital. It is rather voluminous 
: but we do have it. 
ove ; ee 
Mr. Pererson. This is just for the 200-bed hospital. 
wat Mr. Putiurps. Is this a little mobile unit that can be supplied to a 
2)0-bed hospital ? 
_ Mr. Pererson. This is a hospital that we have worked out in con- 
junction with the American Medical Association and that we would 
like to have them make use of wherever they can, for the benefit of the 
pe community. 
the Mr. Putiurrs. In other words, this is a package of supplies and 


materials that can be used in a hospital of 200 beds ? 
Mr. Arrken. These are supplies—they 
this category. 


are to supply the needs in 
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Mr. Puiuies. It comes in a complete package ? 

Mr. Arrxen. Yes. 

Mr. Putiures. Each package has the same thing in it? 

Mr. ArrKkeNn. Yes. 

Mr. Tuomas. We will insert in the record at this point page 141 of 
the justifications. 

(The statement referred to follows :) 


1. Mepicat SuPpPLIES AND EQUIPMENT 


CASUALTY SERVICES 


Initial supplies and equipment for improvised hospitals which may be set up 
in schools, churches, and similar buildings.—For every 5 million suriviving cas. 
ualties, two-thirds, or 3,300,000 would be hospital cases. Based on current figures 
available, a total of about 470,000 registered beds would be available throughout 
the Nation for use after attack. Of this number, approximately 25 percent, or 
118,000, would be unusable because of bedridden nonmovable patients. If 
maximum expansion on a 3-to-1 basis is attained, a total of approximately | 
million beds will be available for use. A deficit of 2,300,000 beds, or the equiva. 
lent of 12,000 200-bed improvised hospitals would be required to render necessary 
services. Assuming a bed-for-bed turnover, 6,000 hospitals could handle the 
deficit. This is the extent of the currently planned total program. Most of the 
equipment is nonconsumable and could be reused in the event of subsequent 
attacks. In consideration of the relative large expense, it is anticipated that 
the equipment for approximately 5,000 of these improvised hospitals will have 
to be purchased by the Federal Government, under the “Emergency supplies ani 
equipment” appropriation. Present plans contemplate that 1,000 might be pur- 
chased by the State under the Federal contributions program. In fiscal years 
1953-55 over 700 hospitals were procured. Funds for an additional 100 hospitals 
are provided for in the fiscal year 1956 appropriation request. 


100 hospitals, at $26,311 $2, 631, 100 


a ee a i a a ee ee ee Ct Dae y 


Reserves of basic medical and surgical supplies to provide for the continuation 
of emergency medical care have been procured through fiscal year 1955 for a 
total of 2,500,000 casualties for 3 weeks’ care. The total program of the Federal 
Civil Defense Administration is to provide such care for 5 million casualties 
Funds are requested to increase the level of casualty care by 1 million at an 
average cost of $17.561 per casualty. This will bring the total to 3,500,000 pro- 
vided for through 1956. The average cost of $17,561 per casualty is based on a 
detailed list of 83 items. 


LOGO000, ME: GRIDS. «ne oc cc evtaonin sin cpl a a ee a 


BLOOD PROGRAM 


Then you have whole blood equipment here with the amount re- 
quested being $1,198,233: Blood derivatives, $3,807,735; plasma ex- 
panders, $1,250,000; intravenous solutions, $2,125,000; feeding solu- 
tions, $850,000. 


DETERIORATION OF MEDICAL STOCKPILE 


Mr. Tuomas. Tell us something about what you have in the way of 
stockpiling and what you have done about rotating some of the medi- 
‘al supplies, and about the deterioration if any. 

Mr. Pererson. The only major things that deteriorate are these 
antibiotics. The percentage of the total stockpile that could deter! 
crate is very small, and we have been trying for the last 2 years to 
make a contract with the suppliers to rotate the antibiotics for us. 
We have not yet been able to make a contract with them. However, 
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eare also working with FOA to get them to use our antibiotics be- 
fore the dating period expires, to ship them abroad under their pro- 
rain and to supply us fresh stocks of supplies. We have been trying 
~) get them to take over a quantity of antibiotics to be shipped to 
ertain foreign countries. 

The great bulk of our medical supplies does not deteriorate at all. 
| have an inspector general going over all of these medical supplies 
onstantly because there is a tremendous amount of money involved. 
Thev are well secured from the elements, and are safeguarded against 
theft. The rate of deterioration is very slight. We hope to take 
care of the antibiotics so we will not have to take a loss. 

| might say for the benefit of the committee that the dating—and 
[do not have the exact medical term here—but the time period that 
vas established for these antibiotics was found to be very conservative. 
it has been found that these antibiotics retain potency longer than 
ihe medical profession had at first thought. 1 certainly think we can 
handle this so there will be no loss; at least the loss will be very 
uegligible. 


RENTAL OF WAREHOUSE SPACE 


Mr. Tuomas. I notice here you have 22 big storage areas and that 
includes some that you do not even have set up. There are some that 
are not even in being yet. There are four scheduled for delivery in 
April 1955. So you have about 18. Gentlemen, that is very dis- 
turbing; that is about nil. 

I see here you have got one set. up in south-central California and 
one for northern California. That is a distance of some 700 miles, 
right in one State. 

Well, you do have one set up for San Jose, but even at that, you 
could not possibly have one any closer than 250 or 300 miles apart. 

Mr. ArrkEN. We have tried to activate warehouses, within the prox- 
imity of the large centers of population first. 

Mr. Tuomas. Two hundred and fifty to three hundred miles from 
the major population centers is not gomg to enable you to do the 
job. It would take you a couple of days or more to get the supplies 
there, 3 days if not a week or 10 days. 

Mr. Pererson. I think it is too bad, Mr. Chairman, but the need—— 

Mr. Tuomas. What about New York City ¢ 

Mr. Prrerson. I assume that would be Somerville. 

Mr. Arrken. Somerville, which is right across the river. 

Mr. Tuomas. Yes; that is only about 30 miles, or 25 miles, away 
from the biggest warehouse. What do you have at Pittsburgh, the 
steel center ¢ 

Mr. Pererson. I do not know that we have anything closer than 
Mechanicsburg or New Castle. . 

Mr. Tuomas. How far is New Castle? 

Mr. Putiuies. That is over the mountain. 

Mr. Tuomas. What do you have for the Philadelphia area ? 

Mr. Arrxen. Somerville, again, would be the nearest. I think there 
ire two principal things to keep in mind: One is this program has 
been initiated but it is not completed, and we are still working on 
these estimated requirements, and the second thing is—— 
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Mr. Tuomas (interposing). But the point is you have been spen(. 
ing a lot of money here for 4 years. 

Mr. Arrxen. Ever since the program started, of course, we haye 
been up against the problems of security and overhead costs, insofar 
as warehouse size is concerned, 

Mr. Tuomas. Of course you cannot figure your costs; what you haye 
to pay at some of these places. Some of them are free; some of then 
seem to be very reasonable. I notice one here, 50,000 square feet gt 
$2,000. 

Mr. Arrxen. That is at Mechanicsburg, Pa.; that is a Navy 
operation. 

Mr. Tuomas. Yes. The point is that you will need this materia] 
and you will not have it. You are not going to be able to bring it 
some 300 or 400 miles to the centers of population; you will not bk 
able to get it there in less than 4 or 5 days. 

Mr. Pererson. I do not believe we have a map here—— 

Mr. Tuomas. I cannot forget what the mayor of Hamburg—they 
have the warehouse out 200 or 300 miles from town, and they could 
not get the stuff when they needed it. 

Mr. Peterson. I think we had that in mind when we selected thes 
locations for the warehouses. I believe if we had a map here befor 
us, showing these locations, you will find that we have tried to take 
that principle into consideration in making these locations. 

Mr. Tuomas. If the local people have medical supplies in their 
own hands to last for 4 hours, or say 24 hours, with the time that it 
takes to go this distance, do you think you are going to be able to get 
that stuff out of the Veterans’ Administration warehouse at Somer. 
ville, N. J., and into the city of New York in 24 hours or 30 hours, 
even though it is only 30 miles away ? 

T think it is going to take you 2 or 3 days. 

Mr. Perrerson. I think we can do it in a relatively short period of 
time. If we were able to do it in a shorter period of time, of course, 
it would be desirable. 

Mr. Tuomas. My guess is that the highways will be so congested 
with cars that you will not be able to get the supplies over there in 
5 days, or 10 days, and, of course, that is one of the closest: warehouses 
to the biggest population center. 

Mr. Pererson. Of course this problem becomes more complicated 
when we have the people moved out. When we located these ware- 
houses, they were located in areas that were secure from blast and 
fire, and from the atomic explosions. Now, we have got the problem 
of whether these places are properly located. What would happen 
following fallout? We are up against that, and we do not know 
the answers to it; I do not know what the answer is. 

Mr. Tuomas. And you are not going to know on any one day what 
the effect of the fall-out will be, because it will depend upon the 
velocity of the wind and the direction of the wind. 

Mr. Pererson. Yes. 

Mr. Tuomas. And whenever the wind is blowing, whatever infor- 
mation you may have on Monday night will not be worth anything 
by Wednesday night of the following week. 

Mr. Prrrrson. No, except—and it is not too much of an exception— 
that the wind we are dealing with here will be between 10,000 and 
100,000 feet. 








spend. 


e have 
insofar 


1 have 
f them 
feet at 


Na vy 


aterial 
ring it 
not be 


—they 
' could 


1 these 
before 


© take 


. their 
that it 
to get 
somer- 
hours, 


lod of 


OUrSe, 


gested 
ere In 
OUseS 


icated 
ware- 
t; and 
oblem 
appen 
know 


what 
mn the 
infor- 
thing 


‘jon— 
0 and 


429 


Mr. Tuomas. Here is the point I am making: Are you not making 
, mistake in procuring thousands and thousands of square feet of 
storage space concentrated in some tremendous large warehouse ? 
Would it not be better to break it down into smaller units ¢ 

Availability is going to be worth everything. All the material that 
you have stored in the warehouse, whatever medical supplies there 
may be, will be worth nothing if you cannot use them. 

Mr. Pererson. That is correct. 

Mr. Tuomas. Instead of having 15 or 20 warehouses in selected 
locations, I think it would be better if you had 200 or 300 small units 
scattered all over the country. 

Mr. Pererson. And I think it is even more true with this fall-out 
hazard. 

Mr. Tuomas. Gentlemen, I think you had better revise this part of 
your estimate, because it does not make much sense to me. 


DELEGATION OF CIVIL DEFENSE RESPONSIBILITIES TO OTHER FEDERAL 
AGENCIES 


Before we leave the subject, I notice the basic act of 1950 gives you 
authority to delegate some of your responsibilities to various govern- 
mental agencies of the Federal Government. I notice in the justi- 
fications you have made 26 delegations. Have you a list of those 
delegations ¢ 

Mr. Pererson. Yes, sir. 

Mr. Puruures. Are those current delegations, Mr. Chairman? 

Mr. THomas. On the sheet I had there were about 26 of them, with- 
out much description. Will you tell us something about your delega- 
tions? You have for the Department of Health, Education, and Wel- 
fare (8). Does that mean 8 separate delegations? 

Mr. Perrerson, Yes. 

Mr. Tuomas. At a total cost of $1.6 million for fiscal 1956 and $1 
million for fiscal 1955 ? 

Mr. Pererson. I believe that is what Mrs. Hobby received for this 
year. 

Mr. Tuomas. Is that out of your funds? 

Mr. Prrerson. No. She received that money directly from the 
Congress. 

Mr. Tuomas. In any of these delegations, do you send your money 
along with the delegated authority ? 

Mr. Pererson. No. May I make a comment on that delegation of 
authority ¢ 

Mr. THomas. Yes; but before you do that I would like to insert this 
matter in the record. 

(The matter referred to is as follows:) 


DELEGATED SPECIFIC PROGRAMS AS OF JANUARY 1, 1955 


Department of Health, Education, and Welfare (8) 
Department of Agriculture (3) 

Department of Commerce (5) 

Department of Labor (6) 

Department of Justice (1) 

Housing and Home Finance Agency (3) 


Mr. Tuomas. Can you take those delegations and put the dollars 
and cents in each case? 
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Mr. Pererson. No. I canexplain what we are trying to do and give 
the background. 

Mr. THomas. Do you know how much each agency spends under 
the delegation of authority ? 

Mr. Pererson. No. They come to the Congress for that money. 

Mr. Tuomas. Do you ever check with them / 

Mr. Prererson. Yes. 

Mr. Tuomas. Will you insert the list of delegations to each depart. 
ment and the dollars and cents they anticipate spending, say, in 195) 
and 1956? 

Mr. Pererson. Yes. 

(The information requested is as follows :) 


Delegated 26 specific programs as of Jan. 1, 1955: 


Department of Health, Education, and Welfare (8)----------~-- 1, 600, 000 
Department. of :Agricultune:: (0) «c+ ..26- 325-25 5 cs uee No request 
PGR TIRE OE CRN OO TOT 6 wen cw cianccencenanaes air eae = Do. 

EE EA CIF nn sits di renciony sda eager eéeipen 44, (KK) 
OORT TNT OE DUNNO EE) mtg ee ern oe a shan tin eeaem No request 
Housing and Home Finance Agency (3)------ Siig ln eiibaslcabininlanta 100, 000 


Mr. Pererson. It has been my feeling that civil defense will not 
work either at the national or at the city or State level unless we utilize 
existing governmental agencies and activities. It would be very fool- 
ish in civil defense for us to attempt to duplicate facilities already 
existing in the Government. 

Take, for instance, in the field of agriculture. If this country goes 
to war with the Russians they might find it desirable to introduce 
plant and animal diseases. We have done a good job of controlling 
plant and animal diseases but the country would be wide open to the 
introduction of those disease germs. 

It is my idea that rather than have us build a research department 
of our own in the field of animal industry, the Department of Agri- 
culture, in its Bureau of Animal Industry, should be thinking about 
the problems that this country would have to face in that field. It 
should be a routine or supplementary matter. 

I outlined these matters to the Cabinet some 2 years ago and the 
President approved this general approach to the problem, which is 
in conformity with the laws enacted by the Congress. 

We have now made delegations to 6 departments, a total of 26. We 
have delegated to Mrs. Hobby certain responsibilities. Broadly we 
want her responsible for the research necessary from a health stand- 
point, and to assist in the health, education, and welfare needs. 

It is our job under the law to keep in contact with what she is doing 
and see to it that it phases into the general civil-defense program. 

The President has to approve these delegations, which he has done. 
This is the first year they have been made. The only one who received 
any money under a delegation of responsibility for this year, 1955, was 
Mrs. Hobby. The other departments, to my knowledge, have not 
received any as yet but will undoubtedly be asking Congress for money 
this year. ; 

In each State I think the State civil defense activities should be 
carried on in the same way. In other words, we should take the 
existing governmental agencies and activities and build on them 
rather than building new ones. 
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Mr. THomas. You are exactly right. Use what we have. They 
-re already in business. 


Funps APPROPRIATED TO THE PRESIDENT FoR Disaster RELIEF 


What about disaster relief? You want $10 million this year. 
The reporter will insert in the record at this point page 153. 
(The sheet referred to is as follows:) 


DISASTER RELIEF, EXECUTIVE OFFICE OF THE PRESIDENT 


For expenses necessary to carry out the purposes of the act of September 30, 
1990 (Public Law 875), as amended, authorizing assistance to States and local 
governments in major disasters, $10 million, to remain available until expended : 
provided, That not exceeding 2 percent of the foregoing amount shall be available 
for administrative expenses. 

Estimate 1956, $10 million. 

Mr. Tuomas. This is a continuing appropriation to the President, 
and he has delegated it to you to administer, with a provision that not 
exceeding 2 percent may be used for administrative expenses. 

We will insert in the record at this point page 154 of the justi- 
‘ications. 

(The material referred to is as follows:) 


DisastTER RELIEF, EXECUTIVE OFFICE OF THE PRESIDENT 
Amounts available for obligation 


(Balances for June 30, 1954, are as certified under sec. 1311, Public Law 663) 


Estimate, Estimate, 


Actual, 1954 1955 1956 


Appropriation or estimate _ - $10, 000, 000 


Unobligated balance brought forward________. $23, 354,306 | $23, 434, 933 8, 434, 933 

Recovery of prior years obligations-.----.........----- ‘ 1, 764, 059 | ae : 

_ . Total available for eae ; 25, 118, 365 23, 434, 933 | 18, 434, 933 

Unobligated balance carried forward... ..........------ — 23, 434,933 | —8, 434, 933 ; 
CS da oo ohn od okiks cd ceeeecuaa as 1, 683, 432 15, 000, 000 18, 434, 933 





Mr. Tuomas. How much did you have in 1955? 

Mr. Arrken. That was a carryover. 

Mr. Toomas. You anticipate an unobligated balance of $8,434,933 
at the beginning of fiscal year 1956; is that correct ? 

Mr, Foutts. At the end of this year; yes, sir. 
Mr. Tuomas. And you are asking for an appropriation of $10 mil- 
lion to bring that up to over $18 million ? 

Mr. Fouras. Yes, sir. 

Mr. Tuomas. How much have you expended the last 10 months? 
We had some bad hurricanes and so on. 

Mr. Fouts. That appears on page 164, sir. 

Mr. Tuomas. We will insert pages 164a and 164b. 

(The material referred to is as follows:) 


PROGRAM OBJECTIVES 


The disaster-relief program has the following major objectives: 
_i. Provide a continuing means of assistance by the Federal Government to 
State and local governments to alleviate suffering and damage resulting from 
major disasters. 


58616—55—pt. 128 











432 


2. Develop State and local organizations and plans to cope with major disasters 

3. Provide a coordinated means of immediate assistance when a disaster is 
imminent, 

4. Provide financial assistance for emergency necessary protection needs 
public-health measures, emergency repair and temporary replacement of eSsep. 
tial public facilities, temporary housing, provision of Federal surplus property 
and funds as required by the nature of the disaster. } 

The following table lists the natural disasters declared to be major and for 
which funds were allocated by the President of the United States. The tabjp 
sets forth the State in which a disaster was declared, the type of disaster, ang 
the amount of money allocated for each disaster: 








Area Type Amount 
- ’ er oe a - os _ ~ 
Fiscal year 1953: | 
Waco, Tex. - sibeid ; ge a TE PE By , $357, a4 
Port Huron, Mich __. ia 3 pieddsneetdgsneseiunse meeeeeeTS 51. Og 
Louisiana ; a des oi i decane Flood __........ 2 416, 0M) 
RIO It ONE i ss oid dass coins sna ne seeded ght] ack ee sce ah wc eeaties. 315,08 
Worcester, Mass_-_-_-.-......... hook j ete y: | ee ; -.--| 500,00 
Iowa ae “ : | Flood. _..- 170, 239 
Peeremnee ee LSU BAe a dee desi Y Pemaage. |). i. sesks 140, 900 
Fiseal vear 1954: 
Orange and Newton Counties, Tex Flood ___- 7 40), 
Alaska + Sede sige oS asGl .cike spade chase Severe hardship_.- 5, 
Georgia ; | Tornado 175, OW 
New Hampshire. . gid ane aed sateaensnaagicaet Deas... : 149, «3 
Mississippi. - yd ae pol Ocoee isk tae Xetain a lett, Ge cae 164, 00 
Florida biebocnescnl Ree rss ete PASS 250, (00 
Georgia a | RQRMOEO. ..--cc 150, OF 
Fiscal year 1955: 
West Virginia_ Flood : \ 
California ___ ; Flood and soil erosion 587, 00 
Connecticut --- - iia : ; , ose} pe@ericame......- 500, (00 
Iowa__. — , Flood id 175, 0 
Maine fas , Leideds cab Hurricane._______-- 1, 000, OOF 
Massachusetts. --_- : ‘ ‘ | do ; 2, 500, © 
Nevada... - ox : wee | Earthquake_-. 30), (WN 
New Merxico...........-..- . Fash | Flood - ‘ 50, OO 
New York ba : : Hurricane _- 300), 0 
North Carolina__- one ae ‘ RS WP an ‘ 555, (i 
Rhode Island___. basenbeteesaha : - waco do. 2, 500, (00 
South Carolina ; ; eats 2 Sas oe ; 300, (0 
South Dakota___-- ; aad : Sons nsevne | PIQOR coy on ; 40, 000 
‘Taras (Rid Grnes)....oa\ dns bidcds doe-es- 2 |-- Baran wcies 850), (0 


FUTURE PLANS 


Provide continuing assistance as provided under Public Law 875. Continue 
to work with State legislation in order to provide for both authority and appro 
priations to cope with natural disasters. Assist in the development of State 
plans for the expeditious handling of the many problems caused by natural dis- 
asters. 


BASIS OF ESTIMATE 


To replenish the corpus of the disaster relief appropriation, we are requestillg 
$10 million for fiscal year 1956. This estimate is based primarily on past expe 
rience in the disaster field, and upon the present financial position of the appro 
priation. According to present indications, we will carry forward a balance of 
$8,435,000 to fiscal year 1956. In the light of past experience this will not be 
sufficient to cope with disasters declared to be major. For example, in the 45-day 
period between September 1, 1954, and October 17, 1954, more than $714 million 
was allocated to the various States to aid in their recovery from hurricanes Carl, 
Edna, and Hazel. 


Mr. Tuomas. In fiscal year 1953 you had Waco, Tex.; Port Huron, 
Mich.; Louisiana; Great Falls, Mont.; Worcester, Mass.; Iowa; ant 
Flint, Mich. 

In fiscal year 1954 you had Orange and Newton Counties, Tex: 
Alaska ; Georgia; New Hampshire; Mississippi and Florida. 

In fiscal year 1955 you had West Virginia; California; Connectictt: 
Towa; Maine; Massachusetts; Nevada; New Mexico; New York: 


a. 


t 
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$357.44 
51, O18 
416, 0M 
315, 0 
500, 000 
170, 259 
140, 
40, 
50, 
178, 000 
149, 
164, 0 
250, 000 
150, 
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500, (0 
175, 00 
1, 000, 000 
2, 500, 0 
30, 010 
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North Carolina; Rhode Island; South Carolina; South Dakota; and 
the Rio Grande in Texas. 
You do not total up the amounts here. 


REASON FOR LEVEL OF APPROPRIATION REQUEST 


Mr. Evins. Mr. Chairman, the Governor has made an excellent 
statement and with your inquiry of their needs I do not think there 
ismuch to be added to your splendid examination. I believe I under- 
stood the Governor to state earlier that this is the lowest request for 
funds ever made of this committee. Does that reflect the thinking of 
your agency, Governor, that there is less danger of an enemy attack or 
that your work is more fully completed ? 

Mr. Pererson. Neither, Congressman. Very frankly, this agency, 
when it started in 1951, made some tremendously great requests. I 
think as things have turned out—and this is no reflection upon those 
who made the requests—it was wise that those requests were rejected 
because we did not know enough about the new weapons. 

I have tried to do two things: 

First, I have tried to cut, and have cut, the number of offices and 
personnel. 

I have also tried to make the requests in keeping with the pattern 
of amounts the Congress made available, which was about $49 million 
or $50 million. I tried to bring my program as close as I could to what 
appeared to be your pattern and yet maintain a good program. 

However, as I said this morning, this budget does not reflect, for 
reasons we have not been able to control, our needs with respect to 
radioactive fallout. 

Mr. Evrns. How much did you request of the Bureau of the Budget 
initially ¢ 

Mr. Pererson. $74 million. As a matter of fact, I am reflecting the 
feeling of the Bureau of the Budget that we should attempt to get our 
request in closer relationship to the pattern of amounts the Congress 
has made available. 





STATE CIVIL-DEFENSE PROGRAMS 


Mr. Evins. It is obvious the Civil Defense Administration cannot 
do all the work in this field, and I am wondering what the States in 
cooperation are accomplishing in this program. How far along are 
the States at this time? 

Mr. Pererson. That is quite spotty. It varies from State to State 
and city to city. Some States are doing very good jobs and, as I said 
this morning, every State does have this activity. Some of the rural 
States that did not feel it was an immediate problem for them have 
one very little other than to set up the machinery and adopt the con- 
cepts. Some of the States that have felt they were targets, such as 
New York, California, Washington, and so forth, have established 
very fine civil-defense organizations. 

_ Mr. Evins. Have the States established school civil-defense train- 
ing programs and so forth ? 

Mr. Pererson. Some of them have, but not all of them. In Okla- 
homa for several years they have maintained a staff college. In New 
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York they maintain several schools, as they do in California. But the 
States gener ally have not established schools. 

Mr. Evins. Do you not feel you could bring this program closer ty 
the grassroots if you went to each State capital and induced the 
governors to inaugurate training programs? 

Mr. Pererson. Yes, and we are doing that with some success. We 
have traveling teams that are going into the States. In three univer. 
sities we have conducted courses and they are followi ing up with course 
of their own. We have participated in governor’s meetings. In your 
State we participated in a meeting called by Governor Clement, and 
other States have called similar meetings. 


WARNING EQUIPMENT PROCURED 


Mr. Evins. How much has the Federal Civil Defense Administra. 
tion spent on warning equipment? Do you have that figure available! 

Mr. Pererson. I think we do. 

Mr. Evrns. I believe you stated the warning equipment had prac. 
tically all been purchased by now? 

Mr. Fouuts. The total amount spent by local and State governments 
for warning equipment has been $10,569,000. 

Mr. Prererson. And we have spent $8,069,000. Some of the large 
States, like New York, spent a sizable amount of money before the 
Federal Government got into the picture. 

Mr. Evins. With the States spending this money, plus the Federal 

Civil Defense Administration expenditures, would vou say that as 
i as warning equipment is concerned that the program is about 
completed ? 

Mr. Prrerson. We have about completed it, except probably for de- 
vices needed in somewhat smaller cities because of the fallout threat. 
From now on it will be a matter of keeping it in order. 

Mr. Evins. Can you furnish the committee with a statement of the 
amount of money that the military have spent for radar screening 
detection equipment ? 

Mr. Pererson. No, but I imagine it will run into the millions or 
billions of dollars before it is over with. 

Mr. Tuomas. The last figure is right. 

Mr. Pererson. I think, ‘Congressman Evins, that in the broadest 
sense the Federal Government can take credit for that amount of 
money because it is a part of total continental defense. We cannot 
separate the two. 


VOLUNTEER WORKERS 


Mr. Evins. To what extent will the volunteer civil-defense corps, 
the air-raid wardens, and so forth, be used in case of an attack / 

Mr. Pererson. We will have to have that type of organization 
throughout the country. 

Mr. Evins. Paid or volunteer personnel ? 

Mr. Prererson. We expect to use volunteer personnel, sir. 


Disaster RELIEF 


Mr. Puutirs. I will ask you again about this matter of the disaster 
fund. Am I right—this fund is the old disaster fund which has 
been appropriated to the President and which the previous President 
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assigned to the Housing and Home Finance Agency for adminis- 
tration and the present President has assigned it to you? 

Mr. Pererson. The responsibility for this function was transferred 
early in January 1953. 

Mr. Puutrps. I notice in Maine you have advanced $1 million 
and in Massachusetts you have advanced $2.5 million as a result of 
the hurricanes last fall—is this money an outright gift to the States 
or is it returnable? 

Mr. Pererson. The unused balances of these amounts are return- 
able. They are allocations only. Until the books are closed we do 
not know how much is spent. No money is spent except on vouchers 
approved by our Accounting Office and finally by the General Ac- 
counting Office. 

Mr. Priiips. But they are outright grants? 

Mr. Pererson. No, sir. The governor of the State has to sign 
the vouchers or they are signed in his name for all funds expended. 

Mr. Puiuirs. Are there any limitations as to the use to which 
the money can be put ? 

Mr. Pererson. Yes, sir. There are specific limitations under the 
law. We can clean up debris and make temporary repairs in public 
facilities only. We cannot go in and reconstruct a schoolhouse, but 
we can make temporary repairs. We are really limited to expendi- 
tures for cleanup purposes and for temporary repairs. 

However, I think I should point out that the Federal Government 
may well spend more money through its regular established agencies 
in meeting a disaster than it can * through this fund. The reason 
is that when life is in jeopardy this Government moves in with every- 
thing it has to save lives. 

Mr. Putiuies. And that is not charged against this fund but against 
the normal overhead ? 

Mr. Pererson. That is right. 

Mr. Puitires. Without going back to check the act, it seems to me 
the act authorizes the expenditure of money for additional losses on 
the basis of a loan. Am I right? 

Mr. Pererson. No; I do not believe that is correct. During the 
drought period a year ago the Congress provided that the Secretary 
of Agriculture could make certain feed loans. That is not out of 
this fund. We did let them have $8 million, but that was returned. 

Mr. Putuirs. I have been on this committee, this is the ninth 
budget, and we had the disaster fund year after year. I do not recall a 
single year we have reached a total of $18 million. Do you? 

Mr. Tuomas. No. 

Mr. Potties. If you had an appropriation of $10 million and 
spent only $1.5 million last year, why do you ask for 

Mr. Pererson. We allocated last year, according to the table on 
page 164b, $9.5 million. 

Mr. Putiauips. I was reading the wrong page. 

Mr. Prrerson. We allocated approximately $10 million. We have 
no way of knowing what will happen in the way of hurricanes and tor- 
nadoes. We recommend to the President. how much money should be 
allocated to a State after a governor asks the President for assistance 
in handling “major disasters.” 
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Mr. Puituirs. How much do the figures on pages 164a and 164) 
amount to? 

Mr. Fou ts. $12,368,549 is the total. 

Mr. Pures. In 3 years you have only spent that much. Where dy 
you get the $9 million allocated last year? Where is that? 

Mr. Fouts. Page 164b. In fiscal year 1955 we allocated $9,448,500, 

Mr. Putures. I do not see that. 

Mr. Fouuts. That is the total of the items on that page. 

Mr. Puuiures. That is the biggest year you have had? 

Mr. Pererson. Yes. 

Mr. Puiuxtes. That is the biggest year you have had only from the 
standpoint of allocations? 

Mr. Fouuts. That is correct. 

Mr. Pures. Based on previous experience, what will that shrink 
down to? 

Mr. Fovuuis. I do not think it will shrink too much. Usually thos 
allocations are increased rather than decreased. I would say offhand 
that will come pretty close to what we will finally pay out. 


ADMINISTRATIVE EXPENSES 


Mr. Puiutres. On page 153 you state there is a provision that not 
exceeding 2 percent will be available for administrative expenses. 
How much money was actually used for administrative expenses?! 

Mr. Fouuis. That is shown on page 155. 

In 1954, $83,292 ; and we anticipate in 1955, $64,273. 

Mr. Puiures. And you are asking for $61,884 for fiscal year 1956! 

Mr. Fouts. That is estimated for 1956; yes, sir. 

Mr. Puiiures. You say you need this year $64,273 for no other 
purpose than handing money out to the States the details of which 
are left to the States in the matter of spending the money ? 

Mr. Pererson. That is not quite right. The type of work we do in 
meeting these disasters is the type we would do in meeting an atomic 
attack, so that is a part of our training process. 

Mr. Putiurrs. Do you contend that the Congress, in passing the 
Disaster Act, intended you should reimburse yourselves from that 
fund? 

Mr. Pererson. No. This $64,000 would not begin to pay for that. 
But the minute a flood starts rolling into a State, we send a regional 
engineer to report to the Governor and stand by to see what we can 
do to help. We start spending money on transportation and tele- 
phone calls immediately. That is the first phase. We do not encour- 
age the States to ask for money, but if eventually the State asks for 
funds we have to send people in to work with those people. We 
eventually send auditors in. We have auditors working in New Eng- 
land now auditing the claims made by these States. 

So we have a great responsibility beyond recommending to the 
President what he allocates to a State. We have only charged to this 
fund 3 people’s salaries whose major job this is in our agency, and ve 
charge some transportation and telephone expenses. 

(Discussion off the record. ) 
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164) UNEXPENDED BALANCES 


Mr. Putires. Will you bring up to date the unexpended balances 
re dy HEB a table such as was submitted last year ? 
Mr. Fouts. Yes, sir. 

8.500, Mr. Pumurpe. Look at the extreme right-hand column. That, I 
ould suppose, could be left off because all money shown in that 
~olumn would have lapsed. 

Mr. Fouis. It will expire for expenditure at the end of this year, 

es. 

Mr. Pures. If it has not all lapsed, maybe you should put a 

column in to show that. I want to find out what balances exist in 

unspent funds. 

Mr. Fouras. The 1953 appropriation does not expire for expendi- 
‘ure until June 30. It expired for obligation at the end of that fiscal 
vear. 

’ Mr. Potties. If there is any uncertainty as to what the final item 

vill be maybe you had better put that in. Check that and see what 

it looks like. 

Mr. Founts. Yes, sir. 

(The table requested is as follows:) 
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t not 
T1Ses, Analysis of appropriations as of Dec. 31, 1954 
; 7 ames 
| Fiscal year 1955 Fiscal year 1954 
| Fiseal year zs es, — | Fiseal year 
ecb Appropriation and activity 1956 | | 1953 ex- 
956? request | Obliga- | Expendi- Obliga- | Expendi- | penditures 
tions tures tions tures 
ther Operations appropriation: | | 
hich Civil-defense planning....| $243, 000 | $94, 156 $89,273 | $224, 683 $224, 683 $297, 446 
Re. eat | 650, 000 | 412, 718 | 293, 594 | 424, 628 137, 536 | 44, 000 
Civil-defense education | | 
lo in Services.......<-<des<0-+-=), 2,357, 000 | 500, 652 | 325, 303 | 1,218, 740 1, 128, 172 | 1, 523, 309 
~<a Operations-control service_| 4,870, 000 2,385,453 | 1,714,641 | 2, 630, 467 2, 566, 730 | 2, 391, 367 
ymie Technical-advisory serv- | 
_ices sida Mak a aati coca bat 840, 000 | 369, 726 324, 020 873, 892 824, 949 | 972, 787 
Fic ld representation ..-| 1,361,000 | 589, 081 490,988 | 1,185, 104 1, 174, 914 1, 329, 656 
) the Executive direction (Ad- | | 
ministrator’s office and | | 
that General Counsel) - _... -- 255,000 | 103, 098 | 86,626 | 245,481 | 242, 473 | 297, 191 
General administration...| 1,224,000 | 1,006, 548 536, 222 | 1,322,947 1, 297, 832 | 1, 433, 103 
hat Totals _..----------| 11,600,000 | 5, 461,432 | 3,860,667 | 8,125,942 | 7,597,289 8, 288,859 
Adv, Reserve by Bureau of the | | 
onal BUNGE a .nn iin spenverronned 0 | _ 465,000 0 | 84, 000 | 0 | 0 
Unobligated balance--..-.---- 0 | 4,103, 568 | 0 316, 058 | 0 | 0 
can Unexpended balance........-- 0 | 0 | 6,169, 333 | 0 928, 711 | 323, 349 
ele- Funds available - -------| 11, 600, 000 | 10,030,000 | 10, 030, 000 | 8, 526, 000 8, 526, 000 8, 612, 208 
pur: . See _ = =e ee SSeS = 
f Total, all appropriations. ___-| 59,300,000 | 29,979,330 | 5,019,693 | 44,827,553 | 30,132,542 | 37, 516, 785 
or Reserve by Bureau of the 
We Dadest...... eee 0| 465,000 | 0 84, 000 0 | 0 
Amount not realized __--._-.--- 0 | 127, 030 0 | 0 0 0 
ng- 7 uobligated balance. -_- aad 0 | 18, 758, 640 0 | 441, 477 | 0 0 
e nexpended balance... .._--.| 0 0 | 44, 310, 307 | 0 | 15, 220, 488 6, 095, 423 
the Funds available " 59, 300, 000 49, 330,000 | 49, 330, 000 | 1 45,353,030 45, 353,030 | 43, 612, 208 
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See footnotes at end of table, p. 438. 
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| | Fiscal year 1955-56 Fiscal year 1954 
| Fiscal year |__ = ali a 
Appropriation and activity 1956-57 R : | | E 1953 ex. 
request | . xpendi- ‘ Uxpendi- | pendityrn 
4 | Obligation thes. | Obligation —<—_ 
ait taal —~| ope et eee |_— = ett 
Contributions to States: | | 
Attack warning... _.__.-- $1, 000, 000 $188, 299 $14, 246 | $2,081,001 | $963, 883 $664, (77 
Communications - -. ____- 3, 500, 000 | 467, 672 74,057 | 4,739,288 | 1, 953, 627 1, 783, 5§ 
Public safety services.._.__._| 1, 000, 000 42, 223 19, 600 | 646, 397 | 280, 963 5, 559, 1% 
Medical supplies and | 
equipment...____..__._.| 2, 150, 000 90, 137 | 30, 329 | 1,011,808 | 171,429} 752.5 
Education services........| 2, 500,000 60, 295 | 22, 351 | 635, 240 | 395, 138 | 552, 94 
Mass care equipment _ | 1,000,000 27, 901 | 12, 600 | 115, 430 69, 363 47,817 
Engineering supplies and 
equipment_.- ‘ 1, 250, 000 3, 880 |--- eoea| 0 | 0 20, 
Geet... ..< : wah bbb ute aes Geant 0 | 0 | 78, 183 
Total. a 2h ae Soy 880,407 | 173,183 | 9,220,164 | 3,834,403 | 9, 450,29 
Unobligated balance boc tilesea sta cecen ORE GOB fvacntees. | 97, 866 re 
Unexpended balance... .-.--.|.-...-.---.-|------<-----| 18,126, 817 |-......---.- | 5,492,627 | 5, 540,78 
Not realized. _. l dn thaw dd idl PROS a eC EA dL. asus be stl 
Funds available __ - | 12, 400, 000 it 13, 300, 000 | 13, 300,000 | 29,327,030 | 9, 327,030 15, 000, 00 
Emergency supplies and | 
equipment: | | | | | 
Medical supplies and | 
equipment__ 35, 300, 000 | 23, 637, 491 985, 843 | 27,447,727 | 18, 695, 577 18, 786, 27 
Engineering services - - 0 0 | 24, 720 | 5, 273 982, 497 
———— — — — | ———$$—$—— — | —__ 
Total_ sl : 23, 637,491 | 985, 843 | 27, 472,447 | 18, 700, 850 19, 768, 74 
Unobligated balance indian Calon ie 362, 509 | - arene Wi, ORO lasses ‘ 
Unallotted balance___. net ..| 2,000,000 | ie taascle 
Unexpended balance_..___-__- Ue hue. i | O6- O84 3BF Nis occ dens | 8,799,150 | 231, 2 
Funds available ____ | 35, 300, 000 | 26, 000, 000 | 26,000,000 | 27, 500, 000 | 27, 500,000 | 20, 000, 000 


' 395/60110, $12,000,000; 3950110, $1,300,000. 
? $10,500,000, total allocation; $1,172,970, transfer to 3950110. 


Pusiic ENTerprRIsE FunpD 


Mr. Puiuies. For public-enterprise funds, on page 31 of the sub- 
committee print of the bill you show an amount of $25 million, that 
you asked for last year but did not get. What is the public-enterpris 
fund? You got $5 million in 1951 and have gotten nothing since. 

Mr. Foutis. That is a revolving fund with no yearly limitation 
with which we administer the contributions program pending the 
time we get the money from the States. We asked that it be increased 
to $25 million and the committee denied that. 

Mr. Tuomas. What is the status of that $5 million fund ? 

Mr. Fouris. The corpus of the fund has to remain at $5 million. 
We have about $2.5 million cash in the fund. 

Mr. Puituies. The other question arises on page 29 as to why, if 
you have $26 million and have received $129.5 million for emergency 
supplies and equipment, why you have to have a $5 million revolving 
fund? 

Mr. Fouts. The $5 million revolving fund is used only in the con- 
tributions fund where we initially have to pay the total amount. The 
contribution appropriation is for 50-50 matching with the States. 

Mr. Puiures. But you had a quarter of a million dollars. 

Mr. Founts. That is for stockpiling only. : 

Mr. Puiures. You mean the one headed “Federal Contributions ' 

Mr. Fouts. That is our share of the matching-fund deal. 

Mr. Puiuirs. It is still not clear to me, if these funds are being 
used for the same purposes, why you have to have the revolving fund. 
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Mr. Fouuis. The revolving fund is not available for expenditure in 
the true sense of the word. That is just loaned to us and must at the 
end of this program be returned in its entirety. 

Mr. Putures. In the account which you designate as Federal con- 
tributions, your balance is never less than $5 million ? 

Mr. Fouts. That is not quite correct. As the program progresses 
this balance reduces materially. 

Mr. Pumiies. Why do you have to have a separate account to pur- 
chase the material which will eventually be purchased from this fund ¢ 

Mr. Foutis. That $5 million balance in the contributions appro- 
priation 1s matched with $5 million from the States, so in effect it is 
4 $10 million fund that we have to finance. We cannot finance it out 
of this particular appropriation. 

Mr. Putures. Because you have not enough money or because you 
do not have the authority ? 

Mr. Fouuts. Both. We do not have the authority to reimburse 
that appropriation except out of the revolving fund. 

Mr. Tuomas. As I recall they set up that $5 million revolving fund 
to ease the way for the various States on an annual basis. Somebody 
last year, at the tail end of the session, extended that obligation period 
from a 1-year basis to a 2-year basis. If that is the case it thwarts 
the purpose of the revolving fund. 

Mr. Fou.ts. I do not think that is quite correct. We may get $20 
million of purchase orders within a short time. We must pay our 
bills in order to get the discount. We cannot get the money from 
the States until we make deliveries, then when we get the money 
from the States we reimburse the revolving fund. 

Mr. THomas. Do you still need the 2-year extension of obligational 
authority ¢ 

Mr. Founts. Yes, sir. Because the States are on a biennial basis. 

Mr. Puiiires. When you have your 2-year obligational period, you 
do not necessarily run that period coincidental with the State sessions ? 

Mr. Fouts. Not necessarily. 

Mr. Puitures. You just want to be sure that some time in your 
2-year period you will catch a legislative session ? 

Mr. Fou.as. That is correct. 


BLOOD BANKS 


Mr. Puiiuirs. Do you actually create and stock blood banks? Do 
you actually have the blood ? 

Mr. Foutts. Not blood as such. 

Mr, Putiiips. Plasma ? 

Mr. Pererson. Blood derivatives. 

Mr. Puitires. Are you not duplicating the work of the Red Cross 
ind others ? 

Mr. Pererson. No, sir; it is all pooled together. We, the Depart- 
ment of Defense, and the Red Cross all work together in the blood- 
bank program. 

Mr. Puttiips. You are not competitive? 

Mr. Pererson. We are not competitive because we sit around a table 
and determine what our common needs are. 

Mr. Putiaars. My question arises from the frequent discussions of 
the very great difficulty of storing enough blood, and it seemed to me 
there was some evidence here of competitive storing. 
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Mr. Prererson. As I understand it, we do not stockpile whole blog 
itself but we do stockpile blood derivatives, plasma. 

Mr. Purtiies. Does not the Red Cross do the same thing ? 

Mr. Fouts. No, sir; they collect whole blood which can only 
kept for a short time. 

Mr. Arrken. About 21 days. 

Mr. Fouuts. Therefore, the Red Cross does the collecting and 
convert it into plasma and serum albumin which has a 5-year dating 
period and can be reprocessed and made good for another 5 years, - 

Mr. Pererson. I think there is no competition at all in the Gover. 
ment simply because we join together to control that. 


PLANE WATCHING SERVICE 


Mr. Pxtuiirs. What do you have to do with the plane-watching i: 
service ¢ 

Mr. Pererson. We have nothing to do with it except we help rv. 
cruit the personnel for it. The Air Force has that responsibility. I<) 
is part of their total responsibility for detecting approaching eneny fi tie 
aircraft. 

Mr. Pures. Is that entirely voluntary ? 

Mr. Pererson. That is entirely voluntary. 

Mr. Puuuirs. What success have you had in that? How man fr 
stations are in operation and fully manned? an 

Mr. Pererson. I cannot give you the figure. It is really an Arg" 
Force question but I will try to answer it the best I can. The Air 
Force has the responsibility. I do not think they are recruited beyond Hi w 
60 or 65 percent. Our own responsibility is that we try to help the ii tl 
Air Force get people for the jobs. m 

Mr. Putuures. That may be where you think your responsibility is i t! 
but in the rural areas they say the Federal Civil Defense Administri- 
tion is not getting enough watchers. 0 

Mr. Pererson. I am afraid that is right. It is a very important i» 
program. The only way we can be sure the Russians are not coming 3 \ 
tonight is by human eyes and not by radar. ee 

Mr. Puutrs. When you get back ask your man if he thinks it 
60 percent and let me know. 

Mr. Pererson. You think it is lower than that? 

Mr. Puriitrs. In some areas. t 

Mr. Peterson. I would not want to wager any money on my figu i | 


DELEGATION OF RESPONSIBILITIES TO OTHER FEDERAL AGENCIES C 


Mr. Puiiuies. I am not quite clear on the answers to the chait- 
man’s questions about the work done by other agencies. You sai 
the Department of Health, Education, and Welfare had received 
$1.6 million, but according to this notation to which the chairmat 
was referring, they have asked in the current budget for $1.6 million. # 
Is that a second request? t 

Mr. Pererson. I believe last year they received $1.0 million. Nov 
they are asking for another appropriation. 

Mr. Pursues. Why is it that the Department of Health, Kducv- 
tion, and Welfare gets $1.6 million and the Department of Agricul: 
ture, which you say is working on-—— 
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Mr. Pererson. No; I used that as an illustration of the work 
hev could do. 

\ir. Potties. They have three projects and are getting no money. 

Mr. Pererson. The only delegation we made in time for an appro- 
priation 1n the last fiscal year, 1! ‘955 , was HEW. The others no doubt 
will be before the Congress asking for money for 1956. 

Mr, Puiiirs. What are the three projects of the Housing and 
Home Finance Agency for which they want $100,000 ¢ 

Mr. Pererson (reading) : 

(1) Conduct research and provide technical guidance to the States concern- 
ing protective standards for new housing construction and temporary shelter 
in existing housing facilities. 

(2) Plan a national program, provide technical guidance to the States, 
and direct Federal activities concerned with the prevision of temporary emer- 
gency housing in support of areas subjected to enemy attack. 

Mr. Potties. Why does that not duplicate what you were doing? 

Mr. Pererson. We are trying to get them to take the housing re- 
sponsibility for us on the basis that they are the specialists in “this 
field. 

Mr. Patties. What is the third one? 

Mr. Pererson (reading) : 


(3) Plana national program, develop technical guidance for States, and direct 
Federal activities concerned with the emergency restoration of essential housing 
and those related community facilities damaged by enemy action for which 
the agency nérmally has legal responsibility. 

Mr. Putiires. Did the Housing and Home Finance Agency consult 
with vou peri they asked for $100,000; and did the Department of 
Health, Education, and Welfare consult with you about the $1.6 
million; and did the Department of Labor consult with you about 
the $44,000 ¢ 

Mr. Pererson. We have not been interested primarily in the cost 
of these things, but rather in the accomplishment of the responsi- 
bilities that we have delegated to them. I do not believe we discussed 
with HEW the amount of money they needed. I think that was their 
responsibility. 

Mr. Pritires. Or the Housing and Home Finance Agency ? 

Mr. Pererson. The same thing. 

Mr. Puitiis. So you did not ‘take out of your budget. the $100,000 
to compensate for the $100,000 being asked for by the Housing and 
Home Finance Agency ? 

Mr. Prererson, ‘No, sir. In my judgment there should be more agen- 
cies asking you for money for these activities. If they did not we 
would have to come in and ask you for more money. 


LOCATION OF WAREHOUSES 


Mr. Pumps. I was very much interested in the location of ware- 
houses for critical and medical supplies for the same reasons that 
the chairman was bringing out. I have had a feeling that when you 
et down these locations for warehouses you did it more by a rule of 
thumb or by looking at a flat map and not a contour map. I do not 
now the New York situation, and I cannot talk about Pennsylvania, 
but T can talk about California where we have main roads, and they 
ire going to be terrifically congested in time of attack. I suppose 
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you can use a military road for the distribution of supplies, but my ow) 
opinion is that all roads will be congested. : 

Mr. Prrerson. Planning and testing and suitable traffic contro} 
should help to prevent that. 

Mr. Puuuirs. You are putting one in California at San Jose, and 
you are putting one, another one, in northern California. 

Mr. Pererson. Yes, I think so. 

Mr. Pures. One in central California, probably around Bakers- 
field. 

Mr. Arrken. There is one explanation for that, Mr. Phillips; we 
asked the GSA to help get this space that we wanted. ; 

Mr. Puitures. I had an inquiry from GSA some months ago, only 
because of my familiarity with the area, the area in which I live, ask- 
ing whether warehousing could be obtained in what I suppose you 
would call southern California. You picked out one little community 
and probably that community was least likely to have warehouse 
space. It was obvious that somebody had just looked on a map and 
said, here, this would be a good place. 

Also, they must have looked at a flat map, because you have to go 
over the mountains to get down to the Coachella Valley, and that 
would be about 8,000 or 9,000 feet altitude on the road, and if you 
go the other way it is about 3,000 feet elevation to get into the valley. 

The more sensible thing would be to have one warehouse on one side 
and one on the other. 

I talked to the local administrator of FCDA about it and he said 
there was no urgency at the moment, and that he would look into it 
and let me know later. I am saying that the chairman is definitely 
correct when he suggested that if you really want to get this stuff 
where it can be put to use, when the time comes, you had better give 
up the idea of big warehouses, where you would have to drive 100 or 
200 miles, sometimes over the mountains at a time when the roads will 
be jammed, and consider putting in little warehouses which are going 
to provide immediate access. 

Mr. Pererson. Mr. Chairman, I think you are right. In the begin- 
ning—and I do not know how they started this thing out because I 
wasn’t present—I assume that they tried to pick places outside the 
biggest cities where they could locate the warehouses within a 4 hours 
drive. And I understand that they tried to get most of them at a time 
when they could not get exactly what they wanted in the way of build- 
ing space. 

Now, in the beginning, under the first program, it was thought that 
there would be some highways that could be cleared of traffic, and 
those highways were going to be kept open so they could move this 
material into the cities. 

Now, I guess I am just about as much responsible as anybody else 
for the idea that we move people out of the cities in the event of an 
attack. 

So our concepts have changed since the days when the program was 
first planned. tt is mostly the result of developments that have taken 





place since the beginning. 

Mr. Pures. I can visualize the situation, and I know where the 
pressures and the rush will be. 

Mr. Pererson. Yes. 
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Mr. Purtures. And you are going to be able to get the materials 
from the warehouses to the people, from the places where the ware- 
houses are located ? 

Mr. Pererson. Yes. | 

Mr. Putiuies. Some of them are going to be on the other side of a 
mountain at the time. 

Mr. Pererson. I think that is correct. 

Mr. Patties. Another thing, Governor, which you have men- 
tioned; we do not have warehouses in areas like mine big enough to 
store all the stuff. 

On t..2 other hand, I think that most of us who are interested in this 
prograi. would be glad to help and could possibly persuade some 

ple, if necessary, to build warehouses on a small scale, if there was 
some assurance that they would be acceptable. 

Mr. Pererson. I will certainly benefit by the suggestions that have 
been made by you, Mr. Phillips, and by the chairman, and this whole 
program has to be reexamined in the light of the fallout problem, 
and we will certainly look into that. 


STATE AND LOCAL GOVERNMENT RESPONSIBILITY IN CIVIL DEFENSE 


Mr. Putmures. What do you consider to be the obligation of the 
States, as well as the local governments, as compared to the problem 
of the Federal Government in the broad aspects of civil defense ? 

You recognize, as well as I do, the increased acceleration on the 
part of the States in all the fields you have mentioned, Governor, to- 
ward the Federal Government, to ask for money for purposes of this 
kind. 

Mr. Pererson. Yes. 

Mr. Pumurrs. A lot of people hold, besides myself, that one of the 
first obligations of the State is to protect its own people. Now, where 
does the question of the most urgent need come into this, as compared 
with increasing appropriations by the Federal Government ? 

Mr. Pererson. Of course, I lean philosophically and temperamen- 
tally toward trying to keep as much of government as possible at the 
localand State level. It appears that sometimes it is rather difficult to 
maintain that philosophy in this era. 

These things are not so simple that all at once you can send out 
people to take care of the demand. So I am inclined to think that 
maybe the responsibility for the training and the control of the 
“troops,” so to speak—troops of civilians—should remain in the city 
and in the State. 

It may be that the Federal Government—this I do not know— it 
may be as time goes on, the Federal Government will find it necessary 
to put more money into this program. 

I think up to this time the cities and States have put in more money 
for this program than has the Federal Government. 

Mr. Foutss. That is correct. 

Mr. Prrerson. But it may be in the future, because of the things 
that have been outlined, that the Federal Government is going to have 
to put in more money. It seems to me it would be difficult to justify 
in Insignificant program, because the military cannot assure com- 
plete protection of the country. 
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T do not think I have answered your question, Mr. Phillips. 

Mr. Puttures. I think you have, Governor. 

There are two things remaining. First, as I recall, we started oyt 
on this program with the concept that we would not buy things for 
the States, necessarily, but would see that they were able to get what 
they needed hcmmnel ex They would not be faced with a wild 
scramble, for example, for fire engines or whatever pieces of equip- 
ment they needed. Someone in the Civil Defense Administration 
would see to it that the equipment was distributed throughout the 
areas where it was most needed. 

Then we moved into a slightly different area in which the Federa] 
Government is asked to buy these things. 

I would just like to ask you, as a former governor, if you do not 
think there are a good many things for which the States are spending 
money today that are of less importance than the defense of their 
own people, that is, to save the lives of their own people in the event 
of an enemy attack ? 

Mr. Pererson. I think that is true. Of course, that raises some 
broad considerations ; that is, not everyone in the country, Mr. Phillips, 
is as aware of the danger that we face, and what could happen to 
the country, as the members of this committee are. 

Mr. Purmurres. Now, stop right there. That raises the last ques- 
tion. Is it not your job to arouse the interest, to awaken the people, 
rather than to just say, “Oh, very well, they are not aware of it, and 
we will just have to put up more money to do the job.” Do you not 
think that putting up the money is secondary to arousing the interest, 
locally, of the people to do something about saving their own lives! 

Mr. Pererson. Yes, sir; that is right; I agree with that. That re- 
quires, however, that I have some money to carry on a program of 
education to help them do that. 

Mr. Putiiies. But did you not ask for some money ? 

Mr. Pererson. I did ask for some. I would point out, however, 
that we are asking for $940,000 to alert the American people to the 
problem and to stimulate them. Of course we do get thousands of 
dollars worth of free publicity from the radio, television and the 
newspaper people. 

But I would just point out that where we are spending about a 
million dollars, Mr. Phillips, to arouse the people to meet this problem, 
a well-known automobile manufacture is spending $100 million every 
year to sell such simple things as automobiles. 

(Off the record discussion. ) 

Mr. Putuures. Thank you very much, Mr. Peterson. 

We were delighted to have you with us. 

Mr. Pererson. Thank you, Mr. Chairman, for your courtesy in 
hearing us. 

Mr. Tuomas. It’s always nice to see you gentlemen. 


AVERAGE NUMBER OF EMPLOYEES 


(The following information was submitted at the request of the com- 
mittee for insertion in the record.) 
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Average num ber of employees, Federal Civil Defense Administration, fiscal years 


1951-56 
§1_.------------—----------- 228 
2 _------ === == === === === === 839 
1953--------------—----------- 826 
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Tuespay, Fepruary 15, 1955. 


NATIONAL SECURITY TRAINING COMMISSION 


WITNESSES 


WARREN H. ATHERTON, COMMISSIONER 


ADM. THOMAS A. KINKAID (RETIRED), COMMISSIONER 
MRS. MARGARET B. BUCHHOLZ, EXECUTIVE OFFICER 


SALARIES AND EXPENSES 


Amounts available for obligation 


(Balances for June 30, 1954, are as certified under sec. 1311, Public Law 663) 





1954 actual 


Appropriation or estimate - - - - . . --- BausBacduGer us avestet $55, 000 | 
Unobligated balance, estimated savings-----..-..-..-..-.--- —13, 090 
Obligation’ MemneG Si Jo Je ek. ci cdsc. ol 41, 910 





Obligations by activities 


1955 estimate 


$55, 000 


55, 000 


1956 estimate 


$55, 000 


55, 000 


Development of polieies and standards governing the National Security 


Training Corps: 
1964... ieee we enn Dd actin ee! hes a eens 
1955_ ill tad Si : sais d hecatadl Se 
1956- a eee oer 7 —_— 
Obligations by objects 


Object classification 1954 actual 


1955 estimate 





$41, 910 
55, 000 
55, 000 


1956 estimate 

















Total number of permanent positions_----..-.----.------------ 8 | 6 6 
Full-time equivalent of all other positions... ...-..-..-.-.--.-- 2 2 2 
Average number of all employees. -.-.--.--...---.-------------- 4 6 | 6 
Number of employees at end of year-.--....--.-- pahheoekenees 5 6 6 

Average salaries and grades: | 

General schedule grades: 
Average salary............----- Eu xeteinweckeesde a $5, 308 $6, 003 | $6, 003 
AVOPEGR Eades oS ytes dccdekinedes icin scien : GS-8.0 GS-9.0 | GS-9.0 
eM 

| Personal services: 
Permanent positions... ..........----- oii tery Serene $21,710 | $24, 530 | $30, 030 
Positions other than permanent-.---_--.-.-..----------. 15, 800 | 18, 000 12, 500 
Regular pay in excess of 52-week base-_-...-..--..-.---- 162 120 | 120 
be TORR) Ri OUR WIIIR So oon ke phd on dnaceg-auenpe 37, 672 42, 650 | 2, 650 
© Travel.....5 tai cease Rec idietdemli ban sha tdis deeds th 1, 465 7, 000 7, 000 
G Transportationof things. s.0-3 <. 02.5. ssc cn sece-sa-- snd 31 | 50 50 
4 Communication services..........------.-------- aan 1, 482 2, 000 2, 000 
# Printing and reproduction............--.-------------- ~ 124 | 2, 000 2, 000 
Other contractual services...........-.-------.-------- Sig 54 200 200 
 CUDDiC0 Mi oa hss asta b hieebhnaebinendacs 522 500 | 500 
Oy ROTI CI ne winasmaaes 533 500 500 
Tamep andl Gennes ee ek oe dce 27 | 100 | 100 
OD Ug Gh ai Nas 55 Sneak atts ebtdiens ene 41, 910 55, 000 | 55, 000 


446 


Analysis of expenditures 


(Balances for June 30, 1954, are as certified under sec. 1311, Public Law 663) 


| 1954 actual | 1955 estimate | 1956 estimate 














Obligated balance brought forward ----..........-.-.--------- | $31, 548 | $1, 580 | $2. 00) 
Obligations incurred during the year.._...-...--.--.------- = 41, 910 | 55, 000 | 55, 000 
73, 458 56,580! sro 

Adjustment in obligations of prior years------_.----.--------- CAME View oni dbname a ees de 
Obligated balance carried forward. --_...........-------------- | —1, 580 | —2, 000 | —2 00 
Ten ee ee, it Atk. 42, 981 | 54,580; 55.0 
Expenditures are distributed as follows: SE ee 7 a 
Out of current authorizations ----...-....-.- pica <2 40, 409 53, 080 | 53, 000 


ge gf ee eee eee | 2, 572 | 1, 500 2. 000 
' | 


Mr. Tuomas. Will the committee please come to order. 

We have with us this afternoon the National Security Training 
Commission. It is nice to see our distinguished friends, Mr. Warren 
H. Atherton, Commissioner; Adm. Thomas A. Kinkaid, Commis. 
sioner; and Mrs. Margaret B. Buchholz, executive officer of the 
Commission. 


Does either of the Commissioners or a member of the staff have a 
statement for us? 


GENERAL STATEMENT 


Mr. AtrHerton. We have a short written statement we would like 
to file. 

Mr. Tuomas. It will be inserted in the record at this point. 

(The statement referred to is as follows :) 


STATEMENT OF WARREN H. ATHERTON, COMMISSIONER, NATIONAL SECURITY 
TRAINING COMMISSION 


Mr. Chairman and members of the committee, it is a privilege to have the 
opportunity to appear before this distinguished group and to present the views 
of the National Security Training Commission regarding the appropriation 
request for fiscal year 1956. I am sorry that our Chairman, Julius Ochs Adler, is 
unable to be here due to his having undergone an operation recently. He extends 
his regrets to you. 

As you know, the President’s budget for fiscal year 1956 includes $55,000 for 
the National Security Training Commission. However, once the various pro- 
posals now before the Congress relating to the National Reserve plan are 
enacted into law, we will be on much safer ground in predicting our detailed 
activities in coming years, including fiscal year 1956. 

The National Security Training Commission was established by the Universal 
Military Training and Service Act, as amended, June 19, 1951. The original 
five Commissioners were confirmed by the Senate on June 19, 1951. The mem- 
bership at that time was composed of your former colleague, the late James W. 
Wadsworth, Chairman; William L. Clayton; the late Dr. Karl T. Compton; the 
late Lt. Gen. Raymond S. McLain; and Adm. Thomas C. Kinkaid. 

In July 1953, Julius Ochs Adler was appointed Chairman of the Commission 
by the President to replace Mr. Wadsworth; and Warren H. Atherton was 
appointed to the vacancy caused by the expiration of the term of Mr. William 
L. Clayton. In February 1955, Mr. A. J. Hayes was appointed to fill the position 
vacated by the death of Dr. Compton and Gen. Walter Bedell Smith (retired) 
was appointed to fill that caused by the death of General McLain. 

As provided in the Universal Military Training and Service Act, the National 
Security Training Commission was required to submit legislative recommenda- 
tions to the Congress relating to a military training program and to exercise 
general civilian supervision over the program once it was initiated. Still 
further, at the direction of the President in a letter dated August 1, 1953, the 
Commission launched a study of the entire Reserve program and its relationship 
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+) a military training program, preparing a second report which was submitted 
to the President on December 1, 1953. The title of this report was “20th Century 
\Minutemen—A Report to the President on a Reserve Forces Training Program.” 
This report was used as one of the basic documents by the Department of Defense 
and the Office of Defense Mobilization in developing the national Reserve plan 
over the last 14 months. During this period the Commission actively partici- 
pated with the Office of Defense Mobilization, the Department of Defense, the 
National Security Council, and the President in working out the details of the 
new national Reserve plan. 

In the event the national Reserve plan is adopted in substantially the form 
submitted to the Congress, the Commission will be required to serve in an 
advisory capacity to the Secretary of Defense and the President, as Commander 
in Chief, in matters relating to the health, welfare, and morals of the men 
undergoing basic military training for Reserve service. It may be that the 
Congress will see fit to expand or diminish the Commission’s duties under the 
proposed plan in which case the Commission’s activities may be significantly 
changed during the coming fiscal year from those we anticipate at the present 
time. During the period to the end of this fiscal year and perhaps into the 
next fiseal year, the Commission and its staff, along with other interested 
Government agencies, will be required to provide explanation and justification of 
the President’s recommended Reserve program during hearings before the Com- 
mittees on Armed Services of the House of Representatives and the Senate. 

Our past experience indicates that the Commission will require an appropria- 
tion of $55,000 for fiscal year 1956 for general administrative expenses including 
salaries. This will enable the Commission to maintain a permanent staff of six 
people for administrative purposes. 

With only our past experience to guide us—and our past experience was in 
the field of research, evaluation, and study only—we feel that the amount of 
$55,000 requested for our 1956 budget will enable us to maintain the Commis- 
sion's staff at a realistic working level provided our duties are not increased 
substantially by the legislation now pending before the Congress. 


Mr. Arnerton. We appreciate this opportunity to present our 
budget. 

Mr. Chairman, Mr. Julius Ochs Adler, our Chairman, was recently 
operated upon in New York and unfortunately cannot appear for the 
Commission this afternoon. 

Our budget asks for $55,000. That is our request and that is the 
umount that was allowed in the President’s budget, which is actually 
4,000 less than our expenditure last year. 

The importance that has been attached to the work of this Commis- 
sion by two Presidents might well be determined by the appointees, 
if you will except the speaker. The Commission was created in 1951 
by Congress and the original Commission was composed of your for- 
mer colleague, the late James W. Wadsworth, Chairman; William L. 
Clayton ; the late Dr. Kar] T. Compton; the late Lt. Gen. Raymond S. 
McLain; and Adm. Thomas C. Kinkaid, who is with us this afternoon. 

President Eisenhower has appointed Mr. A. J. Hayes to fill the 
position vacated by the death of Dr. Compton. 

Mr. Toomas. How many vacancies do you have now / 

Mr. Arnerron. None at all. Gen. Walter Bedell Smith was ap- 
pointed to fill the vacancy caused by the death of General McLain. 
He was appointed just a few days ago. 

Mr. Tuomas. You have five Commissioners ? 

Mr. Aruerton. Yes. 

Mr. Tuomas. How many employees do you have now? 

Mr. ArHerton. Six. 

Mr. Toomas. In view of the recent shelving of the recommendation 
on universal military training, do you think the Commission should 
continue its investigations and studies? 

58616—55—pt. 129 
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Mr. ArnerToN. Three bills that are presently pending in Con. 
gress—the Department of Defense bill introduced by Congressmay 
Vinson; the one introduced by Mr. Brooks; and the bill introduced 
by Senator Russell and his colleagues—all provide for the continuance 
of this Commission in the event of the vonage of any of these acts, 
They provide that the Commission shall perform inspection, super. 
vision, and advisory duties to the Congress, to the President, and ty 
the Department of Defense. Of course, we, at this time, have no way 
of knowing what we might finally be called upon to do by one oj 
those acts, so we have requested a budget slightly less than our ex. 
penditures for last year. If our duties are stepped up we will have 
to ask for more. If our functions are terminated, of course, the funds 
will not be expended. 


FUNCTION OF THE COMMISSION 


Mr. Tuomas. What are the functions of the Commission ? 

Mr. ArHerton. One was to conduct studies and make reports fo 
the benefit of Congress and the President, recommending a plan of 
military training and the building up of a strong Reserve, and a play 
which would equalize the obligation of every young man. We have 
prepared two voluminous reports based on extensive research. Dur. 
ing all the last year we have been in almost constant conference with 
the Office of Defense Mobilization, the Department of Defense, an( 
the National Security Council, and at their request we have prepared 
supplementary reports. 

The second function was, if a plan of national military training 
were put into effect, this Commission should advise as to policy, stand- 
ards of training, morals, and so on, and should conduct a system of 
inspection for the purpose of making a report to Congress and to the 
President as to the training activities by the services. 


SuMMARY JUSTIFICATION Data 


Mr. Tuomas. At this point we will insert pages 5 and 6 of the 
justifications in the record. 
(The material referred to is as follows :) 


Total obligations for fiscal year 1954 as compared with estimated obligations for 
fiscal years 1955 and 1956 





| Actual obligations, | | 








fiscal year 1954 Total obli- Estin ated, | Fstimated 
| ,rations, | fiscal vear | fiscal Year 
fisral vear 1955 195 
Sym bol Svr bo! 1954 — 
| 71-11400386'} 71401002 | | 
OT Persamal Gr Vitis. «<i cine een deuuss $7, 997 $37, 672 | $45, 369 | $42, 650 | $42, 65 
02 Travel... aoe e eters a ; 4, 065 1, 465 | 5, 530 | 7,000 7, OM 
03 Transportation of things. _- : 31 | 31 50 | ( 
04 Communication service__...-_-—-- , 1, 482 1, 482 2, 000 2. 
06 Printing and repro ‘uction___- Jie 5, 287 124 4,411 2, 000 iN 
07 Ot er eontractual services ; 54 f4 200 : 
08 Supplies and materials ; 522 §22 | 500 Wr 
09 Equipment__- sitihe dene’ 7 533 533 5OO 
15 Taxes and assess ents___. 42 27 69 100 
Ps janes sneer wide 17, 091 41,910 59, 001 55, 000 


1 Emergency fund for the President, national defense (transfers to National Security Training ©0"- 


mission), 1954. : : ) 
2 Salaries an’! expenses, National Security Training Commission. 
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DETAIL OF REQUIREMENTS 


4, Personal services, $42,650 

This estimate provides for continuation of a small staff through the period of 
research, evaluation, consultation, and hearings on the review of Armed Forces 
Reserve problems ordered by the President. Certain routine housekeeping serv- 
ices (accounting, payroll, procurement, security clearances, personnel actions, 
paperwork, and the like) will continue to be furnished to the Commission by the 
Selective Service System. 

B. Miscellaneous other objects, $12,350 

These expenses for the Commission are related to the total personnel strength 
required during the period covered by this estimate. Except for travel of the 
Commissioners to attend Commission meetings, it will be observed that other 
objects have been curtailed or kept in line with contemplated expenditures for 
fiscal 1955. With the most rigorous economy measures, the Commission believes 
it will be possible to live within the estimates for these other objects. The Com- 
mission intends to continue to exert every possible effort to conduct its official 
business at the lowest possible cost to the taxpayer. 

Mr. THomas. With some 3 million men under arms, that is a lot of 
people and requires a lot of thought and planning. 

Admiral, have you anything to say ¢ 

Admiral Kinxa1p. I have nothing to add. The act provided that 
after 6 months this Commission was to make a report after having 
inspected all the training services. I have nothing to add. 

Mr. Tuomas. It is very seldom a Commission under the President 
brings a young lady to our hearings. I wonder if this very delightful 
young lady has anything to say’ Are you in favor of putting women 
in the service 4 

Mrs. BucuHoiz. No. I am in favor of getting the men in so the 
women will not have to. 

Mr. Tuomas. We thank you very much. 


AVERAGE NUMBER OF EMPLOYEES 


(The following information was submitted at the request of the com- 
mittee for insertion in the record.) 


Average number of employees, National Security Training Commission, fiscal 
years 1952-56 


6 
4 
4 
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Fray, Fesruary 11, 1955, 
INTERSTATE COMMERCE COMMISSION 
WITNESSES 


RICHARD F. MITCHELL, CHAIRMAN 

J. MONROE JOHNSON, COMMISSIONER 

ANTHONY F. ARPAIA, COMMISSIONER 

OWEN CLARKE, COMMISSIONER 

HOWARD G. FREAS, COMMISSIONER 

KENNETH H. TUGGLE, COMMISSIONER 

JOHN H. WINCHELL, COMMISSIONER 

E. F. HAMM, JR., MANAGING DIRECTOR 

ERNEST WEISS, CHIEF ORGANIZATION AND METHODS EXAMINER 

J. NEIL RYAN, ASSISTANT BUDGET OFFICER 

GEORGE W. LAIRD, SECRETARY 

C. W. EMKEN, DIRECTOR, BUREAU OF ACCOUNTS, COST FINDING, 
AND VALUATION 

F. E. MULLEN, CHIEF EXAMINER, BUREAU OF FORMAL CASES 

W. Y. BLANNING, DIRECTOR, BUREAU OF MOTOR CARRIERS 

E. H. COX, DIRECTOR, BUREAU OF RATES, TARIFFS, AND INFOMAL 
CASES 

Cc. W. TAYLOR, ACTING DIRECTOR, BUREAU OF SAFETY AND 
SERVICE 

DR. W. H. 8S. STEVENS, DIRECTOR, BUREAU OF TRANSPORT ECO- 
NOMICS AND STATISTICS 

PAUL COYLE, CHIEF, SECTION OF COMPLAINTS, BUREAU OF MOTOR 
CARRIERS 


SALARIES AND EXPENSES 


Amounte saeiiadle for obligation 














| 1954 actual | 1955 estimate | 1956 estimate 
a siinnaeaneeninsnitaeiearieeaireanennasiimansesciesnins mepgiineesan ras : = Sines 
Appropriation or estimate --- ..-...- 2 Bo caeeienas $11, 975, 00 
Reimbursements from non-Federal sources ____- -| ‘ et 4, 000 
Obligations incurred ---_-. : a ae OAcnsaax a 11, 979, 000 
Comparative transfer from— 
**General expenses, Interstate Commerce Commission’’._.| $9, 579, 560 $9, 840, 780 |_.-.- 
‘Railroad safety, Interstate Commerce Commission’’-- - - - 969, 529 974, 500 
“Locomotive inspection, Interstate Commerce Commis- 
DR veka hitncesntbebadospacssoubtafanabehacnghinraikes 695, 788 | 709, 500 |. 
‘Defense transport activities, Interstate Commerce Com- | 
EE. Saihadesccannaumbendvesechon en huveitns ao aseeeee 157, 810 | _- 
“Salaries and expe nses, defense tr: ansport activities”... __- 401, 579 annemenak ssa 
Tbh BNNI o wsiicrss 5c Kose eontnn cg at ivadod 11, 646, 456 | 11, 682, 590 11, 979, 000 





Note.—Reimbursements from non-Federal sources above are from proceeds of sale of personal property 
(40 U. 8. C. 481 (c)). 
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a 


U 








451 


999, Obligations by activities 


Description 1954 actual | 1955 estimate | 1956 estimate 


|. Regulation of carriers’ rates, practices, operating authorities | 




















and finance iio nee , | $2,804, 991 $3, 107, 091 $3, 250, 885 
» Compliance a Ie a arse __.| 2,166,309 2,236,246 2, 358, 699 
3. Supervision and analysis of carrier accounting and statistics 1, 833, 708 | 1, 772, 945 1, 852, 443 
4, Supervision and interpretation of tariffs 911,411 | 887, 159 886, 175 
; Railroad safety and car service --_ _- | 2, 031, 602 2, 086, 895 2, 077, 127 
s. Defense mobilization. - - a desddetsanncbses 401, 579 | 157, 810 125, 000 
> Executive and advisory functions. --- _- 702, 594 713, 928 714, 639 
@ General management and administration 704, 262 720, 516 714, 0382 
Total obligations. .........-...---.---- 11,646,456 | 11,682,590; 11, 979, 000 
| Obligations by objects 
INER ° eo 
Object classification 1954 actual | 1955estimate 1956 estimate 
DING, Total number of permanent positions_- 1, 954 1,911 1, 940 
Full-time equivalent of all other positions... ___- 2 ia 3 
4verage number of all employees- - -__. = ; 1, 872 1, 886 | 1, 916 
ES Number of employees at end of year. - | 1, 886 | 1, 868 | 1, 920 
Average Salaries and grades: ib 
YM AL General schedule grades: 
Average salary.........__- $5, 424 | $5, 516 | $5, 589 
Average grade___.__-- GS-78 | Gs-7.9 GS-8.0 
AND | Personal services: eh Bes 
Permanent positions.._______- $10, 274,019 $10, 473, 562 $10, 753, 028 
Positions other than permanent-_- ; 17, 911 17,770 26, 600 
ECO- Regular pay in excess of 52-week base __. ‘53 38, 374 39, 073 40, 209 
Payment above basic rates_.____ _- : 4, 283 1, 500 1, 300 
TOR Total personal services... saa 10, 334, 587 10, 531, 905 10, 821, 337 
02 Travel... een tain odns coche : awe 536, 419 541, 670 | 573, 000 
3 Transportation of things. - 5, 364 6, 000 5,7 
(4 Communication services. - . : ‘ 61,315 58, 600 | 56, 600 
Penalty mail_........._- : y 39, 740 45, 600 | 45, 600 
05 Rents and utility services......___. 50, 082 51, 000 51, 000 
% Printing and reproduction .___.__.____- ; 195, 653 175, 100 175, 100 
7 Other contractual services. .........._-.- 90, 103 98, 490 104, 188 
_ Services performed by other agencies_.- ; 145, 000 13, 500 smite 
=y (§ Supplies and materials......__...- bokesid 122, 009 110, 425 104, 825 
timate © Ryupeees. st ...,.. 54, 848 40, 150 40, 150 
13 Refunds, awards, and indemnities. - 291 baaetes 
=r ears 15 Taxes and assessments____._______. Sree ane 11,045 10, 150 | 1, 500 
975, 000 . —— serenade tarinsanteas 
4, 000 Total OMONpACIN 25.105 22 Sibi sh apd cides bind 11, 646,456 | 11, 682, 590 11, 979, 000 
979, 000 ee ee PEO ee ee eee Te ere Tat r 
Analysis of expenditures 
1954 actual | 1955 estimate 1956 estimate 
Obligations incurred during the year-- es aid $11, 979, 000 
~-= = Reimbursements...............-...--..--- be E a —4, 000 
979, 000 Obligated balance carried forward_................_--. teeter ian eras eee —605, 000 
—- Oe OS | 
‘ ., Total expenditures (out of current authorizations) _.___. Daa castematle Bec anecee ae 11, 370, 000 
operty | 





Mr. Tuomas. Gentlemen, the committee will please come to order. 

We have with us this morning the Interstate Commerce Commission 
and we are delighted to have so many of our distinguished friends with 
us from the Commission. : 

Mr. Chairman, do either you or your colleagues want to make a gen- 
tral statement to the committee? If so, we would be delighted to listen 
'0 you as long as you want to talk. 








Mr. Mrrcuett. Mr. Chairman and members of the committee, yo 
appreciate your kind statement and your willingness to hear us. 


MEMBERSHIP OF COMMISSION 


I should first like to present to the committee the members of the 
Commission who are here. 

My name is Richard F. Mitchell and I am the Chairman of the 
Interstate Commerce Commission, having served as a member of tha; 
Commission for 8 years. As you know, the chair — of the Com. 
mission rotates and my term will end next July 1 

My legal residence is in Iowa. 

Commissioner J. Monroe Johnson is from the State of North Caro. 
lina. He has served for about 15 years. 

Commissioner Cross is absent from the city. 

Commissioner Elliott is absent also. 

Commissioner Arpaia is from the State of Connecticut, and he has 
served 21% years as a member of the Commission. 

Commissioner Owen Clarke is from the State of Washington an( 
has served a year and a half. 

Mr. Tuomas. He is from the Yakima Valley, is he not ? 

Mr. Mircnuec.. That is correct. 

Commissioner Howard G. Freas is from California and has served 
a year and a half. 

Commissioner Kenneth H. Tuggle is from the State of Kentucky 
and has served a year and a half. 

Commissioner John H. Winchell is from the State of Colorado and 
has served 6 months. 

Commissioner Everett Hutchinson is from the State of Texas. The 
other day, while before the Interstate and Foreign Commerce Com- 
mittee, I said he was from Ohio. But he is from the State of Texas 
and took the oath of office last week, and he is now in Texas packing 
his furnishings to move to Washington. 

Mr. George W. Laird is Secretary to the Commission. 

Mr. Edward F. Hamm, as you know, is the Managing Director. 

Mr. Edward Reidy is the General Counsel; Mr. C. W. Emken is 
Director, Bureau of Accounts, Cost Finding, and Valuation; Mr. 
Frank E. Mullen is Chief Examiner of the Bureau of Formal Cases. 

Mr. Wendell Y. Blanning is Director of the Bureau of Motor 
Carriers. 

Mr. Edward H. Cox is Director of the Bureau of Rates, Tariffs, 
and Informal Cases. 

Mr. Charles W. Taylor is the Acting Director of the Bureau of 
Safety and Service. 

Dr. William H. Stevens is the Director of the Bureau of Transport 
Economics and Statistics. 

And Mr. Coyle is Chief of the Section of Complaints of the Bureau 
of Motor Carriers. 

Mr. Chairman, I believe that we can save the time of the committee 
if Mr. Hamm will present the facts as he knows them and after he 
has finished, whatever the committee desires to ask, we will endeavor 
to answer. ; 

Mr. Tuomas. Mr. Chairman, may TI inquire about our friend, 
Commissioner Cross; is he ill? 
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Mr. Mrrcnexyi. No, he is not; he is out of the city on a hearing, I 
think it is. A hearing in Illinois. 

Mr. Tuomas. We are glad to have that good news. Mr. Hamm, 
we will be glad to hear you. 


GENERAL STATEMENT OF Manacrne Direcror Hamu 


Mr. Hamm. Mr. Chairman, as there are several new members of 
your committee, I thought it might be wise to prepare a statement of 
the duties, activities, and authority of the Commission to give them 
ome background and acquaintance with what the Commission does. 

This statement contains about 12 pages, and I would be very happy 
to read it, but I have a summary which I can give to the committee. 

Mr. Tuomas. I suggest that you might put the long statement in 
the record and give us the summary. 

Mr. Hamm. If it is agreeable to you I will be glad to do that, and 
| will present the summary. 


FUNCTIONS OF THE COMMISSION 


The Interstate Commerce Commission is responsible for regulating 
carriers engaged in performing interstate transportation. The types 
of carriers involved include railroads and express companies, common 
and contract motor carriers, pipelines, freight forwarders, and cer- 
tain domestic water carriers. Broadly, the regulations which are pro- 
vided and administered for these several types of carriers include: 

1. Granting of authorities to engage in operations and, for railroads 
specifically, authority to construct or abandon lines or the operations 
thereof. 

2. Prescribing rules for publishing rates, fares, and charges and 
conducting investigations and hearings to determine reasonableness of 
new or contested rates. 

3. Granting of authorities to permit consolidations and mergers; 
authority to issue securities; and approvals, in the case of railroads, 
of reorganizations in bankruptcy. 

4. Providing uniform systems of accounts and examining compli- 
ance therewith; providing depreciation rates for determining costs 
of rail transportation; and maintaining inventories or original costs 
and land values of railroads and pipelines. 

). Prescribing regulations regarding the publishing and filing of 
rates and charges and examining compliance therewith; and arbitrat- 
ing the settlement and payment of reparations in disputes respecting 
rates or the interpretation of tariff provisions. 

6. Prescribing and administering regulations governing the filing 
of liability insurance by motor carriers and freight forwarders. 

7. Prescribing regulations and inspecting compliance therewith 
governing the use, control, distribution, and intercharge of locomotives 
and cars, 

8. Prescribing rules and inspecting compliance therewith governing 
the safe operation of locomotives and trains and interstate motor 
carrier vehicles; and prescribing regulations for the packaging and 
transportation of explosives. 

9. Investigating violations by carriers of the Interstate Commerce 
and related acts and assisting the Department of Justice in conduct- 
ing prosecutions thereunder. 
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10. Providing statistical information as to finances, physical char. 
acteristics, operations, and traffic consist of the various carriers an( 
providing analyses thereof for guidance in regulatory problems. 

That is a very boiled-down statement and contains a summary of 
the longer statement which will appear in the record. 

(The statement is as follows :) 


INTERSTATE COMMERCE COMMISSION 
HISTORY AND PRINCIPAL FUNCTIONS 


Creation and authority.—The Interstate Commerce Commisssion was created 
_ a8 an independent establishment by the Act to Regulate Commerce, of February 4, 

1887, now known as the Interstate Commerce Act. Subsequent legislation has 
strengthened the authority of the Commission and broadened the scope of its 
jurisdiction. 

The Hepburn Act, 1906, was important in providing for the enforcement of the 
Commission’s orders. Under the Act to Regulate Commerce, the jurisdiction of 
the Commission applied to common carriers engaged in transportation of pas. 
sengers or property “wholly by railroad or partly by railroad and partly by 
water when both are used under a common control, management, or arrange- 
ment for a continuous carriage or shipment.” Its jurisdiction was extended by 
the Hepburn Act to include express companies, pipelines (except those for water 
and gas), and sleepingear companies. 

The Panama Canal Act, 1912, as amended by the Transportation Act of 1940, 
added to the Commission’s regulatory authority over rail-and-water transpor- 
tation routes and rates. 

The Transportation Act of 1920 enlarged the Commission’s powers in many 
respects over carriers already subject to its jurisdiction under prior acts, and 
placed the duty upon the Commission to take many steps toward development and 
maintenance of an adequate national transportation service. 

The Motor Carrier Act of 1935, now cited as part II of the Interstate Commerce 
Act, vests in the Commission the regulation, to the extent provided by the act, 
of the transportation of passengers and property by motor carriers engaged in 
interstate or foreign commerce. 

By the Transportation Act, 1940, extensive jurisdiction was conferred upon 
the Commission over water carriers operating coastwise, intercoastal, and upon 
inland waters of the United States. The water carrier regulatory provisions are 
usually cited as part III of the Interstate Commerce Act. 

Part IV of the Interstate Commerce Act, conferred upon the Commission juris- 
diction over freight forwarders. 

On April 9, 1948, Congress added a new section to the Interstate Commerce 
Act, relating to modification of railroad financial structures. 

Another act of importance in the work of the Commission is the act of June 1i, 
1948, adding new section 5a to part I of the Interstate Commerce Act, authoriz- 
ing the Commission, under circumstances disclosed in this section, to approve 
agreements between carriers relating to rates, fares, and charges, and providing 
further that, when so approved, such agreements are removed from the operation 
of the antitrust laws. 

Purpose.—The general purpose of creating the Commission was to provide for 
a body empowered to regulate, in the public interest, common carriers subject 
to the act engaged in transportation in interstate commerce, and in foreign com- 
merce to the extent that it takes place within the United Sates. As recently 
amended, all the provisions of the act are to be administered by the Commission 
in the light of a transportation policy added by the 1940 act, that all modes of 
transportation subject to its provisions are to be regulated so as to recognize 
and preserve the inherent advantages of each; to promote safe, adequate, eco 
nomical, and efficient service and foster sound economic conditions in transpor 
tation and among the several carriers ; to encourage the establishment and mait- 
tenance of reasonable charges for transportation services, without unjust dis: 
criminations, undue preferences or advantages, or unfair or destructive compet! 
tive practices ; to cooperate with the several States and the duly authorized off- 
cials thereof; and to encourage fair wages and equitable working conditions— 
all to the end of developing, coordinating, and preserving a national transporta- 
tion system by water, highway, and rail, as well as by other means, adequate t0 
meet the needs of the commerce of the United States, of the postal service, and 
of the national defense. 
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organization.—The Commission consists of 11 members appointed by the 
president. From its membership the Commission selects a Chairman. The act 
authorizes the Commission to create divisions, and a decision of a division (of 
not less than three members) has the same force and effect as a decision of the 
Commission itself, subject to the entire Commission, in its discretion, granting 
q rehearing. Under this authorization, there are now five divisions in the 
Commission. The Commission is also empowered under certain conditions to 
delegate work to boards of three or more eligible em) loyees. 


ACTIVITIES 


General.—The Commission is charged with the duty of regulating common 
carriers as provided in the act; and to that end the Commission may establish 
requirements with respect to continuous and adequate service, transportation 
of baggage and express, uniform systems of accounts, records, and reports, 
preservation of records, maximum hours of service of employees, and safety of 
operation and equipment. The Commission also regulates contract carriers by 
motor vehicle, and for safety matters only, private motor carriers. 

The Commission is given extensive authority with respect to transportation 
by common carriers and contract carriers by water, and to that end, to inquire 
into and report on the management of the business of such water carriers, and 
of persons controlling, controlled by, or under a common control of water carriers. 

Freight forwarders, subject to regulation by the Commission in accordance 
with provisions of part IV of the act, are defined as persons, other than carriers, 
who in the performance of contracts to transport property for the general public, 
employ the services of rail, water, and other carriers which are subject to parts 
I, I, or IIL of the act. The Commission has authority to establish reasonable 
requirements with respect to continuous and adequate service. It is authorized 
to inquire into the management of the business of freight forwarders and the 
method in which these activities are conducted, obtaining in this connection such 
information as it deems necessary. 

Maintenance of just, reasonable, and nondiscriminatory rates.—In proceedings 
instituted upon complaint or upon its own motion, the Commission is empowered, 
following hearings, to prescribe by order the rates, charges, regulations, and 
practices to be observed by carriers and freight forwarders subject to the 
Interstate Commerce Act, and to make such other orders and to grant such 
authority as fall within the administrative powers conferred upon it. 

Establishment of through routes and joint rates.—It is authorized, under 
certain conditions, to require common Carriers to establish through routes and 
joint rates, and it may act summarily in making just and reasonable rules and 
regulations with respect to car service without regard to ownership, during an 
emergency, and require joint or common use of terminals, including main line 
track or tracks for a reasonable distance outside of such terminals, give directions 
as to preference or priority of transportation, during such emergency, which will, 
in the opinion of the Commission, promote the service in the interest of the 
public and the commerce of the people. 

Division of joint rates.—Upon complaint or upon its own initiative, following 
hearings, the Commission may prescribe the just, reasonable, and equitable 
division of joint rates, and may require readjustment of such past joint rate 
divisions as it finds to have been inequitable, provided the joint rate which is 
being divided was itself established pursuant to a finding or order of the 
Commission, 

Requirement of switch connections—The Commission may require common 
carriers by railroad to construct switch connections with lateral branch lines 
of railroads and private sidetracks. 

Car service.—The Commission exercises extensive jurisdiction over the use, 
control, supply, movement, distribution, exchange, interchange, and return 
of locomotives, cars, and other vehicles, including special types of equipment 
and the supply of trains. 

Pooling—The Commission has authority to approve contracts of carriers 
subject to its jurisdiction for the peoling or division of traffic, service, or earn- 
ings. Such contracts are unlawful without this approval. This provision 
does not apply to the pooling of traffic, service, or earnings of freight forwarders. 

Consolidations, mergers, and acquisitions of control—The Commission passes 
upon all consolidations, unifications, and mergers of railroad properties, express 
companies, motor carriers, and water carriers, and its authority is necessary to 
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any acquisition of control by carriers of other carriers, or, in a common intereg, 
of two or more carriers. 

Posting of rates and regulations.—Parts I, Il, III, and IV of the Interstay 
Commerce Act require carriers, subject to their respective provisions, and freigh, 
forwarders to publish and file their rates, rules, and regulations pertaining j 
interstate traffic, and prohibit such carriers and freight forwarders from @. 
gaging in interstate transportation unless they comply with this requirement, 

Accounts and records of carriers.—The Commission prescribes the forms of 
the accounts, records, and memorandums to be kept by the carriers and freigh 
forwarders subject to the act. The Commission requires carriers subject to the 
act to file annual reports, together with such intermediate reports as are deemej 
necessary. The Commission is empowered to obtain full and complete informs. 
tion from railroad, motor, and other carriers subject to its jurisdiction as to the 
manner in which they conduct and manage their business, and is given at qj 
times access to all accounts, records, and memorandums of carriers subject to jts 
jurisdiction. 

By the act of August 2, 1949, extensive authority was conferred on the Com. 
mission to require reports from associations organized or maintained in the 
interest of any group of carriers subject to parts I, II, III, or IV of the act 

Suspension of proposed rates.—The Interstate Commerce Act provides that 
whenever there shall be filed with the Commission any schedule showing a new 
rate, fare, or charge, ete., the Commission may, either upon its own initiative 
or upon complaint, enter upon a hearing concerning the lawfulness of such new 
rate, fare, or charge, pending the determination of which the Commission may 
temporarily suspend the operation of such new joint rate, fare, or charge. 

Railroad carriers barred from operating competing water carriers.—The Con- 
mission administers and enforces that section of part I of the Interstate Con. 
merce Act making it illegal for any railroad company or other common carrier 
subject to the act to own, lease, operate, control, or have any interest in any 
competing water carrier unless the Commission finds that any waterline opera- 
tion other than through the Panama Canal by a railroad company is in the 
public interest and will not reduce competition, in which event it may pernit 
the continuance of such service. 

Valuation of carriers subject to the Interstate Commerce Act.—The Commis. 
sion is charged with the duty of ascertaining and reporting the value of all 
property owned or used by common carriers by rail or pipeline subject to the 
act. 

Awards of reparation—Upon complaint, and following hearing, the Commis. 
sion is empowered to order any common carrier subject to its jurisdiction under 
part I of the Interstate Commerce Act to make reparation as to damage sus- 
tained by reason of any violation of the act. Part III of the Interstate Commerce 
Act gives the Commission the same authority over certain water carriers brought 
within its jurisdiction. 

Authorization for carriers to issue securities —The Commission’s authority is 
necessary to the issuance of securities or the assumption of obligations by car- 
riers by railroad, and common and contract motor carriers, under certain 
conditions. 

Compilation and publication of statistics—The Commission collects statistics 
concerning the corporate history, organization, investments, capitalization, i0- 
debtedness, physical property, and operations of all common carriers subject to 
the provisions of the Interstate Commerce Act. The Commission prepares rules. 
instructions, and forms for the guidance and use of such carriers in keeping 
statistical records and in making reports to it, and compiles, prepares, and pub- 
lishes periodical and special statistical statements. 

Administration of railroad bankruptcy laws—The Commission is charge! 
with many duties under the railroad-bankruptcy laws, including the approval 
after hearing of plans of reorganization, the regulation of protective committees, 
the ratification of the selection of trustees, and the fixing of maximum allowances, 
expenses, and attorneys’ fees for the trustees, their counsel, reorganization 
managers, or others entitled thereto. 

Antitrust activities —Whenever the Commission after investigation or hear 
ing has reason to believe that certain provisions of the Clayton Antitrust Act, 
relative to prohibiting discrimination by carriers between purchasers in sales 
of commodities, or in other ways contributing to the creation of monopolies, have 
been violated, it transmits its findings to the Attorney General. 
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Determination of mail transportation rates.—The Commission determines fair 
nd reasonable rates for mail transportation by railway carriers and urban and 
nterurban electric carriers. | 
Fizing of time zones.—The Commission fixes limits of the standard time zones 
f continental United States, excluding Alaska. 

Railroad safety appliances.—It designates the number, dimensions, location, 


ond manner of application of safety appliances prescribed by law for trains, 


ngines, and cars, inspects these appliances, and notifies United States attorneys 
of violations, so the violators may be prosecuted. 

Hours of service for railroad employees.—Through investigations by its in- 
spectors and monthly reports filed by railroads, the Commission keeps informed 
and enforces regulations concerning the hours of labor of train service employees, 
dispatchers, and operators. 

Investigation of railroad accidents—The Commission requires reports from 
railroads of all train accidents which result in deaths or serious personal in- 
juries, and investigates the more serious collisions and derailments, issues re- 
ports, and makes recommendations designed to prevent their recurrence. 

Automatic train control device—The Commission has required the installa- 
tion of automatic train-stop, train-control, or cab-signal devices on parts of some 
railroads. 

Safety and equipment of motor carriers.—By part II the Commission is 
authorized to establish reasonable requirements including reporting with 
respect to safety of operation and equipment of motor carriers subject to that 
part, including qualifications and maximum hours of service of employees 
whose activities affect safety of operation. If need therefor is found, the Com- 
mission is authorized to exercise these powers over private carriers of property 
by motor vehicle. 

Locomotive inspection.—Inspections are made of all locomotives used on the 
lines of common-carrier railroads, for the purpose of determining whether the 
locomotives are in proper condition to operate without unnecessary peril, and 
whether they are equipped and maintained in accordance with rules and regula- 
tions. Investigations are made of accidents caused by failure of locomotives or 
any of their appurtenances, and evidence of violations is obtained so that appro- 
priate action may be taken. 

Specifications covering design, construction, and major repairs of locomotives 
are checked to determine their safety, and corrective action is taken where 
discrepancies are found. 

Transportation of explosives——The Commission provides regulations for the 
safe transportation of explosives and other dangerous articles by common car- 
riers by railroad and carriers by highway in interstate or foreign commerce. 

Other duties —The Commission’s authority is necessary to the construction of 
new lines by common carriers by railroad and to the abandonment of existing 
lines; also to the operation, under certain conditions, by common and contract 
carriers by motor vehicle in interstate or foreign commerce on public highways. 
sy part III of the Interstate Commerce Act, Commission authority was required 
for common and contract carriers by water to engage in new operations, 
except that the act contains a clause requiring the Commission to issue certificates 
and permits to those carriers in actual operation on January 1, 1940, whose 
operations have continued since that date, except for interruptions beyond their 
control, 

The Commission is charged with the duty of keeping itself informed as to 
the manner in which all carriers and freight forwarders subject to its juris- 
diction conduct and manage their business, and is empowered to obtain from 
them full information to that end. It is charged with the duty of investigating 
violations of the criminal and penal provisions of the acts which it is required 
to administer, and to request the Attorney General for prosecution or other 
enforcement of said provisions, and for the enforcement of some orders, if dis- 
obeyed, in equity suits, and in civil suits for recovery of the penalties prescribed 
for such disobedience. 

Under the provisions of the Interstate Commerce Act the Commission is given 
broad powers concerning supply, exchange, interchange, and return of freight 
cars, and rules, regulations, and practices relating thereto, and with respect 
to the handling, routing, and movement of traffic. These powers may be 
exercised whenever the Commission is of the opinion that shortage of equip 
nent, congestion of traffic, or other emergency requiring imediate action exists 
In any section of the country. Among other things the act provides that “in 
ume of war or threatened war the President may certify to the Commission that 
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it is essential to the national defense and security that certain traffic sha 
have preference or priority in transportation, and the Commission shall, unde 
the power herein conferred, direct that such preference or priority be afforded’ 
The Commission has a number of other miscellaneous responsibilities, e. g. 
prescription of the form of domestic bills of lading, placed upon it by a number of 
other acts. 

Mr. Hamn. If I may, in introducing the request for the appropri. 
ation this year, I have prepared, and I believe there has been dis. 
tributed to you, a very brief statement as to our budget for 1956, 

May I add first that we have here a statement which has been dis 
tributed, statements that were made before the House Interstate and 
Foreign Commerce Committee on Tuesday of this week, by the chair. 
men of the several divisions of the Commission. The Commission 
is divided into five divisions, and the chairman of each division mat 
a very comprehensive and interesting presentation before that con- 
mittee, which gives a good many more of the activities of the Con- 
mission. 

The estimate for 1956 includes a net increase of $305,000 arrived Hi’ 
at through an increase of $350,000 in our general fund, plus a decreas fi 
of $45,000 from this year in “Defense transport activities.” to 


RECLASSIFICATION OF CERTAIN EMPLOYEES 


Of this total amount, $135,000 is included to cover the reclassifica- 
tion of 2 groups of Commission employees, the motor carrier super- 
visors and over 100 of our nonhearing examiners. 

The classification people find that under the duties currently a 
signed to the supervisors, the grade level should be one step higher HR" 
according to present standards. F 

Mr. Thomas. Mr. Hamm, that intrigues me a little. Why should i’ 
the Civil Service Commission pick out one group of employees and 
step up their compensation—not that they are not worth it, I imagine 
they are worth a whole lot more than that—but what intrigues me is 
why did they do it? I can put my finger on 40 other groups of en- 
ployees in the field service of various agencies who have been awarded, 
with the justification, the same good treatment, but I am just won- 
dering why this group was picked out. 

Mr. Hamm. Mr. Chairman, in regard to supervisors, this is not 
a determination by the Civil Service Commission; it is a determina- 
tion by the classification people of the Interstate Commerce Commis- 
sion and, in accordance with the standards for work, that are set out 
by the Civil Service Commission. 

In connection with the hearing examiners, they are under the con- 
plete control of the Civil Service Commission and they institute in- 
creases in the grades of hearing examiners. 

Mr. THomas. The action on the nonhearing examiners follows the 
action of the Civil Service Commission ? 

Mr. Hamm. On the hearing examiners—— . 

Mr. Tuomas. So your Civil Service Commission steps up the class!- 
fication of your hearing examiners, and the Commission came along 
to put the status of that classification for the nonhearing examiners, 
saa the statute says that they shall be more or less coordinated, as! 
understand it. But what about the field offices; did the Civil Service 
Commission do that or did the Commission ? 
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ie shah Mr. Hama. No. The supervisors on motor carrier work, comes 
I, unde ME pout through a determination of our own classification people, fol- 
ed lowing a survey of the work that is performed, and they have set the 


tandard grades at a higher level. 1t was stimulated by people in the 
field, by at least one supervisor, through an appeal to the Civil Service 
‘mmission for a higher grade, which called for an investigation of 


Imber of 


ad hose grades, and the aarsiry ome of the work was done by our own 
56, eople, not the Civil Service ommission. 

en dis fay Mr. Tuomas. Generally speaking, in the field—and I do not care 
ite andhich agency it is—you will find they get the little end of the stick, 
» chair.facompared with the headquarters office of any agency, but in this par- 
missin faamticular instance, the upgrading of their activities was the result of 
n madefCommission action and not the Civil Service Commission 4 

it. com- Mr. Ham™. That is right. 

> Com. Mr. Tuomas. Excuse me, go ahead. 

Mr. Hamm. As to the nonhearing examiners, a situation has been 
wrrived created by action of the Civil Service Commission’s upgrading the 
ecreag fam nearing examiner staff. The effect of this has been to upset the his- 

torical and justified balance of grades as between the hearing and non- 
hearing examiner staff. 
STAFF INCREASES 
ssifica- ) , fees F f 
super: A substantial portion of the $215,000 is asked to further assist the 
Commission in carrying on its motor carrier enforcement work. As 
tly a eo" know, this question has been brought up each year for the past 
higher several years, We do believe that with the scope of this responsibility 
imposed upon us and with the tremendous growth in number of trucks 
should a 02 the hiatal, we are seriously limited in carrying on our work in 
es and ag Ue field. We feel that our request here is a modest one, in view of the 
nagine fa ”° of the job, for 6 agents and 2 field attorneys to progress the en- 
; me is Mg orcement provisions and an increase from 21 to 28 safety inspectors 
of on. Mg 0 Work toward greater safety in motor carrier operation. 


arded, Ma, Other staff increases contemplated include more clerical personnel 
t won. fag our Certificate Section to aid in speeding the processing of motor 
carrier work, 3 additional people in both the Board of Suspension and 
is not a !outh Section Board where considerable increased activity has taken 
raiiie. place under present conditions, and 16 people to be trained to fill in as 
mmis- Ma rements come up in our Bureau of Accounts, Cost Finding and 
set out Ma uation, where we do have a serious age problem. 
_ It is in these areas that it is felt the Commission needs help, at 
o con: Ma “St to the extent indicated. Such increases are not unrealistic insofar 
ite in- a Tecruiting and training of the personnel involved and we feel such 
ulditions would add considerably to the proper handling of the work 
ws the ag tected to the Commission. ; 
Generally, in other areas of the Commission’s activities we feel that, 
though in some particular instances perhaps it is not all that could 


classi- a? (esired, we are keeping fairly even with the exception of our motor 
along fag “UTier casework. 

idan We have made but little progress in the reduction of the backlog 
eN of work even though our production has been up. We are continuing 


‘ervice fa CU’ efforts toward the needed reduction in backlog and we are hope- 
ful that this may be achieved through internal adjustments. 
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It should be noted that during the current year the Commission js 
absorbing increased costs over the previous year of about $133,009 
This includes increases in grades to our hearing examiners resulting 
from a determination made by the Civil Service Commission and 
charges for the employee life insurance and longevity salary increases 

During the past year several substantial organizational changes haye 
been effected, which will lead to a better handling of our work. Wo 
continue our work on various projects leading to improved procedures 
and speedier processes. 

We also have furnished you with some charts that will give you 
the organizational setup of the Commission, and the personnel allotte 
to the bureaus and sections; and the work of each bureau is functiop. 
ally described under each bureau and section. 

That is about the extent of our request. The rest of our request is 
in other areas of our work, and remains the same as we have had this 
year. 

Mr. Tuomas. That is a very nice statement. 

Is there any further general statement, Mr. Chairman? 

Mr. Mrrenety. I think not, Mr. Chairman. 


REORGANIZATION OF THE COMMISSION 


Mr. Tuomas. I notice the Commission is undergoing a reorgani- 
zation, and we always like these reorganizations, particularly when 
they come up with a little savings. 

In your particular case, after you reorganize, it costs about $305,000 
more. How much did you pay for the reorganization job, or did those 
funds come out of the Bureau of the Budget fund? 

Mr. Hamm. The annual cost of my immediate office is around 
$50,000 to $60,000, I guess. That is the level at which we are now 
operating. 

Mr. Tromas. Give usa little bird’s-eye view of your reorganization. 
I am intrigued by your chart here. It is very interesting. 

Mr. Hamm. We have two other charts, Mr. Chairman. [I believe 
they might show the situation a little better. There is one that shows 
the Commission’s units. 


PERSONNEL ENGAGED IN HOUSEKEEPING FUNCTIONS 


Mr. Tuomas. I have been making a little rapid calculating here, and 
I figure that you have 212 employees, exclusive of the Commissioner's 
offices, the Managing Director’s office, the Secretary’s office, and the 
defense transport activities, who are doing housekeeping work, 1 
some degree, and a lot of paperwork, out of a total of almost 2,000 
people, or around 20 percent. 

Mr. Hamm. That is in the Secretary’s office—— 

Mr. Tuomas. Yes. 

Mr. Hamm. The Office of the General Counsel, the defense transport 
activities, and the Managing Director’s office. 

Mr. Tuomas. Yes. Of course, there are 41 employees in the Section 
of Stenography that should be subtracted from the 212. 

You have 15 people in personnel; you have 28 people in budget 
work; you have 50 in the Section of Supplies and Publications; Mail- 
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‘ng Section, 31; Section of Indices and Annotations, 13; 38 in the 
Section of Dockets; and you have 6 in Library Services. You still 
have around 171 people in the District of Columbia doing house- 
keeping work, and out of 550 or 600 in the field, you are bound to have 

people doing some of that work which will average better than 20 

reent. 
ee. Hamm. You are taking the Commissioner’s offices—— 

Mr. Tuomas. Exclusive of the Commissioner’ offices, you have 94 
people in the top brackets in addition to that. 

Mr. Hamm. Are you not including the docket and the budget—— 

Mr. Tuomas. Yes. 

Mr. Hamm. There are 28 people in the budget and fiscal; they 
handle the payroll vouchers, and that sort of work. 

Mr. THomas. Yes. 

Mr. Hamm. In the personnel office, 15 is not, as I understand it, 
overly large in proportion to the total number of employees of the 
Commission. There is some standard for that. 

Mr. THomas. Did we not write into the bill a limitation—I believe it 
was 135. 

Mr. Hamm. One-thirty-five. I think we come well within that 
figure. 

. Section of Stenography, of course, is a pool that we operate 
which handles the work throughout the Commission. Incidentally, 
there is one bit of work that has improved considerably. About a 
year ago we were running about 6 weeks behind in typing of orders, 
resulting in delay, and that has been improved. 

Mr. Tuomas. I remember hearing Commissioner Aitchison talk 
about that, and that he thought it was not exactly right. I notice 
here, there is an imbalance. I do not know whether these people in 
the Section of Stenography are typists 

Mr. Hamm. They are typists. 

Mr. Toomas. And in that one section, the chief of the section is 
grade 6. 

Mr. Hamm. Yes. 

Mr. Tuomas. And the remainder of the section are below grade 6. 
When you go over to the Personnel Office, the Personnel Director is 
grade 14 and there are 2 12’s, 1 11 and 4 9’s and I imagine that 65 
percent or more of your crowd up there is doing nothing but steno- 
graphic work. Why the imbalance? 

Mr. Hama. There are seven in the personnel office below GS-9. 
In that grade—that includes the nurse, that is charged to their office. 
The others are classified people. 

Mr. Tuomas. There is one thing that you can bet on, that in the 
personnel section of any agency they are going to take care of them- 
selves first, number 1. And apparently they have done a pretty good 
job here. 

Very well, go ahead; excuse me. 

Mr, Ham. In the classification unit, I think there are 5, and in the 
placement and employment service, 5. But I do not think that we 
exceed the ratio that has been established, when you take into con- 
sideration the personnel of 1,830 people, we do not go over it. 
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RESULTS OF REORGANIZATION 


Mr. Tuomas. What is the net result gained of your reorganization! 
What did you get for your $50,000? 

Mr. Hamm. That is a problem to measure. We have made several 
consolidations, and I would say this, on handling reorganization, 
through consolidation of the bureaus, we have tried to reduce the 
number of bureaus you see on this chart to a lesser number, to make 
it probably more manageable, and I do not believe—it was not my 
idea, and i do not think it is the Commission’s idea—to take special. 
ized people out of work. The Commission’s work is rather specialized 
in its personnel. It is not easy to transfer them from one bureau to 
another. 

As we progress, in following the consolidation, we speed up work; 
we change duties, and we have assigned the personnel as we can, but 
we have work that is carried on every day and we cannot stop it very 
well, transfer employees into new duties or to reassign them overnight. 

And as we can, we develop new procedures in those fields, and | 
suspect that we will find a speedier handling of the work. 

We have not cut personnel yet. We have not fired people as a result 
of the consolidation, but I think—and you may recall the statement 
made some time in the past—that the Commission has a large and 
loyal staff that has been serving the Commission for many years, 
and I, for one, do not believe that it is quite proper, and I think 
the Commission feels some obligation to those people, to cast them 
out overnight; and we are trying to work these consolidations out 
while we continue to do business, and I think it will show satisfactory 
results and will improve and speed up the work, at lesser cost. 

I cannot show you any dollar savings, actually. 

Mr. Tuomas. You are not intimating now that you have people 
that you do not need, are you? 

Mr. Ham. No,notatall. We have this work to do, and as a result, 
we train them and reassign them. We set up new lines of work, new 
procedures, and we reassign employees, but we cannot do this kind 
of work too fast. 


NUMBER OF POSITIONS AND OBLIGATIONS BY ACTIVITIES AND OFFICES 


Mr. Tuomas. The table on page i, showing the amounts available for 
obligation for fiscal 1955, is $11,682,590, as against $11,979,000 re- 
quested for 1956 for salaries and expenses. Let me point out on the 
table that the personnel for 1955 was 1,911 against 1,946 requested 
for 1956, and that the personnel is broken down for 1955, 1,362 in the 
central office and 549 in the field, against 1,365 for the central office 
and 575 for the field in 1956. , 

I think your statement is practically the same as stated in the justi- 
fications on pages ii through vii} is it not? 

Mr. Hamm. Yes. 
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NUMBER OF POSITIONS 


Mr. Tuomas. I think it would be well to insert the table on page 1, 
chowing the comparison of the bureaus and offices in the Commission 
and follow that with page 2, showing the obligations by activities. 

(The statements referred to follow :) 


Comparison by bureaus and offices of the estimated number of positions and total 
obligations for the fiscal year 1955 with fiscal year 1956 


. | Comparison, 19 
1966 with 1956 


Bureau or office ar 
| Posi- | 


a 
Posi- 
tions | 


é 0 ‘ 
A mount tions | 


| 
Commissioners and their offices -- - - 54 | $352,915 ! $354, 126 4+$1, 211 
Managing Director: 
Office ‘ aa 63, 635 | 7 63, 622 —13 
Budget and Fiscal Office. .------ | 28 | 119, 592 | ‘ 119, 459 —133 
Personnel Office . . ...-.-------- x | 78, 946 15 78, 755 | —191 
Stenography 133, 796 41 133, 003 —703 
Supplies and Publications - . - ---- ; 50 | 233, 973 50 | 228, 619 | 


Total, Managing Director | 629, 942 
retary: | 
Office s : : ‘ 56, 232 | ( 56,131 | 
Dockets: . <...«.22c8stuei a sei ‘ 524 | { 140, 276 | 
Indexes and Annotations - ‘ -| 3 | , 520 3 | 61, 468 | 
Library Services dice dean cuell | 30, 885 5 | 30, 887 | 
Mails and Files Sesace d , 220 | 


Total, Secretary -. ----- , : 390, 381 


Office of the General Counsel __------ j 103, 54 
Accounts, Cost Finding, and Valuation. --_--| | 1, 107, 600 ( 1, 187, 493 | +79, 893 
Finance 36 | 256, 959 36 261, 788 | +4, 829 
Formal Cases simi scat 89 | 735, 569 | sg 770, 406 +-34, 837 
Inquiry and Compliance__.._-_-_. asl 49 | 361, 414 | : 415, 628 } +54, 214 
Motor carriers: | | 
Administration i 22 | 126, 933 | 126, 636 ) —297 
Certificates Rebeasal 106 | 417, 459 | 439, 308 +21, 849 
Compleitt.... ess... 2k... | 1441} 1,100,000 | | 1,155,056 | +55, 056 
Insurance cee eoe 33 | 129, 643 | 29 | 115, 169 | —4 —14, 474 

: Puce aged 29} 127, 388 | 29| 127,220 0 —168 

Field... ...... soe ae 248 | 1,490,868 | 255 | 1, 574, 046 | +7 | +83,178 


Total, motor carriers................--| 582 | 3,392,201 | 503 3,537,435 | +11 | +145,144 
Rates, tariffs, and informal cases__ | 224 | 1,146,080 230 | 1,172, 862 | +6 | +26, 782 











Safety and Service: | 
Director’s Office : 22, 471 | 3 22, 463 | 
Section of Car Service 351, 493 46 341, 732 | 
Section of Locomotive Inspection | 699, 290 100 699, 290 | 
Section of Railroad Safety | 1,011, 298 127 | 1,011, 299 | 





. Total, Safety and Service -- 2, 084, 552 276 | 2,074, 784 | 
Transport Economics and Statistics : 6622, 917 129 622, 522 
Water carriers and freight forwarders -___- , 120, 619 20 120, 324 
Defense transport activities _- “= 157, 810 12 125, 000 
Penalty mail. . 45, 000 0 45, 000 
Printing and reproduction... _.__- 175, 000 0 175, 000 


Total, Interstate Commerce Commis- 
asd 1,911 | 11,682,590 | 1,940 | 11,979, 000 +29 





58616—55—pt. 1——-30 
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Obligations by activities 


Obligations by activities—Comparison of estimated number of positions and toip) 
obligations by activities for fiscal year 1955 with 1956, including the componey; 


bureaus, sections, and offices of each activity 


Fiseal \ear 1955 








Fiscal year 1956 


Comparison, {95: 




































































with 1956 
Activity No., title, and component 
bureaus, sections, and offices | Num- | Num- | Num. 
| rig | Amount a Amount —e Amount 
tions tions tions 
1. Regulation of carriers’ rates, practices, | 
operating authorities, and finance: 
Bureau of Finance... ...... 36 | $256, 959 36 $261, 788 _- +$4, 900 
Bureau of Formal Cases___- 89 | 735, 569 89 770, 406 | -.-_- +34, 837 
Bureau of Motor Carriers: | 
Section of Certificates __.--- = 106 | 417, 459 114 439, 308 +8 | +2199 
Section of Complaints... -..-- 144 | 1, 100, 000 144 =, 155, 056 +55, 054 
Bureau of Rates, Tariffs, and In- 
formal Cases: | 
Board of Suspension __ - -- oil 28 159, 719 31 172, 868 | +3) 413.149 
Fourth Section Board _- 18 99, 202 21 113, 819 +3 | +14,617 
Bureau of Water Carriers and Freight | 
Forwarders. - - - Reet 20 120, 619 20 120, 324 |... —X 
Office of the Secretary: Section of | 
De ee sens 38 | 140, 524 38 140, 276 |-..-- —248 
Printing and Reproduction. ___.-.---| 77, 040 4 cA 3 eee 
Total, activity No. 1...-..-.-------} 479 | 3,107,091 493 | 3,250,885 | +14 | +143 74 
2. Compliance: 
Bureau of Inquiry and Compliance - 49 | 361, 414 57 415, 628 +8 | +54,214 
Bureau of Motor Carriers: 
Section of Administration | 22 126, 933 22 126, 636 Gens -4 
Section of Insurance ____ 33 | 129, 643 29 115, 169 —4 | —14,474 
Section of Safety - 29 127, 388 29 VA —168 
Section of Field _- | 248 1, 490, 868 | 255 1, 574, 046 +7 | +8317 
Total, activity No. 2___-- 381 2, 236, 246 392 | 2,358, 699 +11 | +122, 453 
3. Supervision and analysis of carriers ac- 
counting and statistics: | | 
Bureau of Accounts, Cost Finding, | 
and Valuation “y 178 | 1, 107,600 194 1, 187, 493 +16 +79, 893 
Bureau of Transport Economics and | 
Statisties_____-- . 129 | 622, 917 | 129 622, 522 |..-- — 395 
Printing and reproduction. -- ------ bach 42, 428 42, 428 |_..- 
Total, activity No. 3_- 307 | 1,772,945 323 1, 852, 443 +16 | +79,4%8 
4. Supervision and interpretation of tariffs: 
Bureau of Rates, Tariffs and Informal 
Cases (except Board of Suspension and 
Fourth Section Board) - bi = fail 178 | 887,159 178 886, 175 |_-.-.-- — 94 
5 Railroad safety and car service: | | 
Bureau of Safety and Service: | 
Director’s Office. ou 4 3 | 22, 471 3 | 22, 463 |... = 
Section of Car Service 51 351, 493 46 | 341, 732 —5 —9, 761 
Section of Locomotive Inspection | 100 699, 290 100 | 699, 290 |... 
Section of Railroad Safety....____| 127 | 1,011,298 127 1,011, 299 |.. T 
Printing and Reproduction [Kaloee evens 2,343 |. 2,343 |... 
Total, activity No. 5......_-- 281 | 2,086,895 276 | 2,077,127 —5 —9, 768 
6. Defense mobilization. _.____- ; 19 157, 810 12 | 125, 000 —7 | 32,81 
7. Executive and advisory functions: 
Commissioners and their Offices - 54 352, 915 54 354, 126 +1,2 
Office of the Secretary (except Dock- 
ets Section). _..___- ia 59 249, 857 59 249, 364 -i 
Office of General Counsel 12 103, 541 12 103, 534 | _- = 
Printing and Reproduction 7,615 7,615 . 
Total, activity No. 7.......---.- 125 713, 928 125 714, 639 |_- TH 














and tot! 
'M ponen; 


TISON, 195: 
h 1956 


Amount 


+$4, 809 
+34, 87 
+21, 849 
+55, (156 


+13, 149 
+14, 617 


—% 
— Ys 


+143, 74 


+54, 214 
—Mi 
—14, 474 
—168 
+83, 178 
+122, 453 
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Obligations by activities—Comparison of estimated number of positions and total 
"obligations by activities for fiscal year 1955 with 1956, including the component 
bureaus, sections, and offices of each activity—Continued 


eee 





Comparison, 1955 














Fiscal year 1955 | Fiscal year 1956 with 1988 
Activity No., title, and component yee ae ern rer Py pr eee 
bureaus, sections, and offices | Num- | Num- Num- 
ber of | ber of ber of 
posi- | Amount posi- | Amount posi- Amount 
tions | tions | tions 
g General management and administration: 
Managing Director: 
OMRGD « < «- cde ccenessdtenscecrseuce 7 $63, 635 7 8 —$13 
Budget and Fiscal Office_......-. 28 119, 592 28 110, 450 |........ —133 
Personnel Office ................<- 15 78, 946 15 78, 755 —191 
Section of Stenography-_-_- 41 133, 796 41 133, 003 —793 
Section of Supplies and Publica- 
tions. . : 50 233, 973 50 228, 619 —5, 354 
Printing and Reproduction 45, 574 45, 574 
Penalty mail , 45, 000 45, 000 
Total, activity No. 8__- : 141 720, 516 141 714, 032 |_ —6, 484 
Total, Interstate Commerce 
Commission _ Bie 1,911 | 11,682,590 | 1,940 | 11,979, 000 +29 +296, 410 


Bureau or Moror Carriers 


Mr. Tuomas. Will you turn now to page 84 of the justifications un- 
der your Bureau of Motor Carriers. Will you tell us just what is 
wrong, still wrong, in the Bureau of Motor Carriers, and why the 
backlog is so large, and also give us a picture of that backlog and 
what has been done about it ? 

Mr. Hamm. I would like to ask Mr. Coyle, who is here, and Chief 
of that Section, to discuss that. 

Mr. THomas. What is the total of your personnel in the Bureau? 

Mr. Hamm. 582. 

Mr. Tuomas. How many are in the District of Columbia and how 
many are in the field service? 

Mr. Hama. There are about 248 in the field ; 334 here in Washington. 

Mr. Tuomas. For 1956 you are requesting 593 and for 1955 you 
had 582. 

Mr. Hama. That is right. 

Mr. Tuomas. For 1955, you had 248 in the field, and you want 255 
for fiscal year 1956? 

Mr. Ham. Yes. 


BACKLOG OF WORK IN BUREAU OF MOTOR CARRIERS 


Mr. Tuomas. Will you give us a little quick breakdown there by 
section, and why it is that the backlog continues to mount up ? 

Mr. Ham. That backlog is in the Section of Complaints, which 
handles that kind of work. 
| Serer The work in the Section of Certificates is getting 
ehind ¢ 

Mr. Ham. Yes; after it gets out of the Complaint Section, it goes 
to the Section of Certificates. 

Mot PaoMtas. How many people do you have in the Section on Cer- 
uneates ? 
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Mr. Hamm. 106; 144 in the Section on Complaints. We are asking 
for eight more people for the Section of Certificates. 

Mr. Tuomas. What is the workload; what is the production of that 
106 people in the Section of Certificates ? 

Mr. Hamm. I would like to have Mr. Coyle explain that; he can 
give you more up-to-date data than we have in these justifications. 

Mr. Tuomas. Well, you have 106 people. How many cases did 
they dispose of at any given time, whatever your records show, either 
by fiscal year 1954 or during calendar year 1954? 

Mr. Mircnetn. You are talking now about the Section of Certif- 
sates only ? 

Mr. Tuomas. Yes. 

Mr. Mircnety. What about that, Mr. Coyle? 

Mr. Tuomas. That is where you claim you are getting behind ‘ 

Mr. Hamm. Yes. 

Mr. Tuomas. You have working in the Section of Complaints, 144, 
and they are still behind ? 

Mr. Mrrcuevi. Yes, Mr. Chairman, but they made some progress, 
at least, I think so, in that Section on Complaints, that are decided 
by reports and final reports where written orders became final, on 
2,865 cases last year. And that section held 2,464 hearings last vear, 
and I am informed that as of December 31, 1954, our hearings were 
up within a month or so. 

Mr. Corte. Yes, we were up to date on hearings at that time. 

Mr. Mircue... In addition to that, we had 1,616 cases dismissed 
as they came to trial. 

Mr. Tuomas. When were the justifications prepared ; last. Septem- 
ber or October ? 

Mr. Hamm. Oh, no; this is based on figures of last July, I believe. 

Mr. Ryan. The justification was prepared in December; the fig- 
ures are as of the end of the fiscal year 1954. 

Mr. Tuomas. Give us that figure again. For which one of the sec- 
tions were you addressing the chairman ? 

OE Mircnet. I was addressing myself to the Section on Com: 
taints. 
Mr. Tuomas. To Complaints? 

Mr. Mircueu. Yes. 

Mr. Tuomas. You state down here that the total number of matters 
referred to this section during the fiscal year 1954, decreased about 
6 percent as compared with fiscal 1953. The backlog increased by 20 
items, 

Mr. Hamm. That is because of the date of this justification, Mr. 
Chairman. 

Mr. Tromas. You state: 

As the result of the congressional requirement of making $1,100,000 available 


to this section, 8 additional positions were authorized for 1955, or to a total of 
144. 


In another part of your justifications, you state, instead of §, 4 
figure of 34 increase in positions. 


Notwithstanding an estimated increase of 18 percent in matters to be received 
by this section during each of the fiscal years 1955 and 1956, it is believed the 
backlog may be reduced by 1,445 or to 2,103 pending matters, providing the staff 
of examiners in this Section can be maintained. 
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Criticism has been leveled at the Commission for the failure to handle promptly 
motor carrier finance cases, applications for motor carrier operating authorities, 
and motor carrier rate proceedings. The backlog can only be reduced by provid- 
ing an adequate number of employees in the Section of Complaints. 

How much of the $1.1 million did you put in that section? 

Mr. Ham. All of it. 

Mr. THomas. How many people did you have in there in fiscal 
year 1954? 

* Mr. Ham™. 110. 

Mr. Tuomas. And in 1955, you had how many ‘ 

Mr. Hamo. During 1955, we started that increase to the 144. 

Mr. Tuomas. How many did you say, at the beginning of fiscal 
year 1955, and how many do you have now ? 

" Mr. Ham. June 30, 1954, we had 136. We allocated for 1955, 144 
people. . 

Mr. Tuomas. Where did you get that figure that you increased by 
34 people ? 

Mr. Hama. Going back to June 30, 1953, we had 110. What we 
did was when the congressional allocation came out, of the $1.1 million, 
we started then to increase the force of that Section. 


POSSIBLE CONSOLIDATION OF SECTION OF CERTIFICATES AND SECTION OF 
COMPLAINTS 


Mr. Tuomas. How many people is it going to take to get you cur- 
rent in your Bureau of Motor Carriers, whether it is in the Section of 


Complaints or in the Section of Certificates?’ Why can they not be 
consolidated, since the work in handling them go hand and glove with 
each other? You have a little empire there with chiefs, assistant 
chiefs, and so on. Why can’t you, in the reorganization, combine 
the two? 
Mr. Hamat. Well, I would say that the certificate work, the work 
in the Section of Certificates, is a different category of work. The 
Complaint people are our hearing examiners and the nonhearing 
examiners, and the Section of Certificates is in a different category. 

Am I right, Mr. Coyle? 
Mr. Corte. Yes; the work is quite different. The Section of Certi- 
heates processes all applications for authority. It handles all applica- 
tions for transfers of operating rights, where less than 20 vehicles are 
volved. During the year which ended October 31, 1954, the Section 
of Certificates received 1,170 of that type of application and I under- 
stand that they disposed of just about as many as they received. 

Mr. Tuomas. In other words, they screened them before they go 
tothe Section of Complaints? f 

Mr. Corte. No. This is an entirely different type of transfer of 
operating authority. Respecting transfer of certificates from a motor 
carrier to another motor carrier involving more than 20 vehicles, the 
Section of Certificates processes them before sending them to the Sec- 
tion of Complaints for hearing. 

Mr. Tuomas. It is a continuation of the same type of work, is it 
not? You are making an awfully good case for consolidation. 

Mr. Corte. No; I was just stating the difference between the type 
of we rk in the Section of Complaints and in the Section of Certificates. 
The Section of Certificates also handles applications for temporary 
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authority to take care of emergency requirements, where there is aly 
no motor-carrier service available. 

Mr. Tuomas. It is the very same identical work—a division of 
authority, but it is the same identical work which the sections handle, 
The same piece of paper that requires a little less authority, and » 
on? It is identically the same. It is a division of work, two sections 
doing the same thing. The question is, Can results be speeded up 
by a consolidation of the two sections? 

Mr. Corte. I do not think there would be any economy or speeding 
up of the work, because each individual can do just so much work. | 

Mr. Tuomas. How far are you behind in the Section of Complaints, 
and how far are you behind in the Section of Certificates? In your 
justifications, you say you are losing ground in the Section of Certif. 
cates and you are picking up a little ground in the Section of Con. 
plaints. Now, what do you get? 

Mr. Cortx. The Section of Certificates work is entirely different 
from the Section of Complaints, although both do work on the same 
basic cases, in some respects. 

Mr. Tuomas. Well, let us put it like this: The work of one section 
is not foreign to the work of the other, is it ? 

Mr. Coytx. No, sir. 


CERTIFICATES ISSUED IN 1954 


Mr. THomas. What about your backlog in each Section ? 

Mr. Corte. In the Section of Complaints we handle three types of 
matters. First is the application for operating authority. And, a 
Mr. Hamm said, we handled during the last calendar year quite a 
backlog of those cases. 
mar HOMAS. What would be quite a backlog; what is quite a nun- 

r 

Mr. Corte. There is about 600. 

Mr. Tuomas. How old were those cases? The applicant wants that 
piece of paper as soon as he can get it? 

Mr. Core. Yes. 

Mr. Tuomas. They tell me that he has just about as much chance 
as a man has to crawl through the eye of a needle. He sits over there 
and waits for 2 or 3 years, and every carrier in the country moves In 
on him. We have given you plenty of funds for service here. He 
lives in Podunk, N. Y., and a man in Texas will move in, and he says 
he is “moving in” on my business. How long have some of these cases 
been pending ? 

Mr. Corie. Some of them have been pending for 4 years. Some of 
the hearings in these cases have lasted 2 months or more; and some 
of the cases are handled within a few months after they are ready for 
a hearing. We have cases of various types of importance to the 
parties and to the public. 

The application cases are now set for hearing promptly. : 

Mr. THomas. How many cases did - dispose of in that Section, 
new business, in the calendar year 1954 

Mr. Coyiz. There were 2,662 of those applications for permanelll 
authority. Some of them were dismissed ; some of them were denied. 

Mr. THomas. How many new certificates did you issue during that 
period ? 
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Mr. Corie. It would be a very small proportion of that two-thou- 
.nd-six-hundred odd. 

Mr. Tuomas. That does not help us much. Can you give us the 
number of cases ¢ 

Mr. Corte. I do not have those figures showing how many. 

Mr. THomas. Well, you are head of this section and you ought to 
have that information some place. 

It is so small that you ought to be able to guess very close to it, 
because it is very small and it ought to stick in your mind. 

Mr. Corte. I would say, if I had to make a guess, and my estimate 
would be fairly accurate, that it would be about a thousand grants 
of the 2.600 handled. 

Mr. Tuomas. What do you mean by “grants” ? 

Mr. Corte. The issuance of certificates, permits, or other operating 
authority. 

Mr. Tuomas. Insurance, did you say ? 

Mr. Corte. No; the grant of an operating right. 

Mr. Tuomas. Extending his authority ? 

Mr. Corte. Yes, and permitting a new carrier to enter the field. 

Mr. Tuomas. How many new carriers did you permit to enter the 
field ? 

Mr. Coyte. I would judge maybe about 400. 

Mr. Tuomas. About 400? 

Mr. Corte. Yes. 

Mr. Tuomas. That large? 

Mr. Cortx. Yes; but I must say that they would be minor grants, 
maybe a beer haul from one brewery to a distributing area, something 
like that. 

Mr. Yares. Are you referring to contract carriers, common car- 
riers, or both ? 

Mr. Corte. Both. 

Mr. THomas. Those were minor grants. Do you have the number 
of major grants, where a man never has been in business but files an 
application to serve a territory, where he is going to haul one par- 
ticular item, or maybe several items, and will really furnish major 
competition in the existing territory that is now being served by one 
ormore of the certificated carriers ? 

Mr. Corte. No; there have been no major grants of that kind. 

Mr. Tuomas. That is what I referred to a while ago, that he can get 
through the eye of that needle just about as easy. 

Mr, Mircnentn. Mr. Chairman, if these cases are checked, much of 
this talk is not founded upon facts. 

Yesterday I had two executive assistants—I am not sure of their 
position with small businesses—but they came over to the Small Busi- 
ness Committee of the House. They came over and complained bit- 
terly about an application that was filed in 1951. They said this man 
wanted but two small towns, Boaz and Albertville, if I am right. That 
sall he said he wanted. I got out our files, our docket, and I found 
that this man asked for general commodities from Chattanooga, Tenn., 
to Birmingham, and all intermediate points. We held a hearing. 
Light carriers, truck carriers, came in and offered evidence and appli- 
cant Was granted these two towns, Boaz and whatever the other name 
was, Albertville. And he, this applicant, filed exception to that report 
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and asked for time to file them. And then he wanted the right to the 
whole territory, as set out in his original application. 

Now I am informed by the gentleman, although I do not know qjj 
the facts, because I have not seen his petition for rehearing, that he 
is now back asking for the two towns which he could have had within 
a year after he filed his application. 

Mr. Tuomas. That was in 1951? 

Mr. Mrreuett. That was in 1951. 

Mr. Tuomas. Has he been doing any business? 

Mr. Mrrcnext. He has rights; he has been in business; and he 
wanted this additional territory. 

Mr. Puituires. That started 4 years ago? 

Mr. Mrrceweiy. Well, I can go on with the case, Mr. Chairman. 
Thereafter, another hearing was held upon his petition, and Division 
5 came in with a report denying him all of the rights. He now has 
filed a petition for reconsideration. 

These delays are due to a great extent—and I do not justify all of 
them; but many of them can be justified and this is one case, in ny 
judgment, that can be justified. 

I call your attention also, Mr. Chairman, to the fact that I think 
“backlog” is the wrong word to use. Really they are cases pending, 
many of them will never come to trial; many of them are already in 
the process—and I am not as familiar with the Motor Bureau, but in 
formal cases, pending cases, are in process and are being heard. 

The courts have this same problem. I was on the court for 10 years, 
and we have had a docket of 1,500 to 1,800 cases, but we were current. 
Those were cases that nobody wanted to prosecute. 

Mr. Coytr. There are 20,000 motor carriers who are authorized to 
conduct service in interstate commerce. The Commission has been 
issuing certificates year after year for about 20 years. The country 
is supplied with a vast network of motor carriers, all providing 
service. 

It is very difficult for a new enterprise to find any spot where a 
major need exists for additional motor carrier service. And that is 
the reason why there have been no major grants to new operators. 

The motor carriers are alert to the possibility of extending service 
and sometimes they try to invade the territory of other motor carriers. 
They file applications and those applications are vigorously contested. 

As I say, some of our hearings have lasted as long as a half a month, 
up to 2 months, and in some cases we hear as many as 700 witnesses 
on each side. The protestants feel that they can and will match appli- 
cants witness for witness and they do, and there is no way to stop 
them that we know of. We put an examiner on one of these cases, and 
he is lost to us for a year conducting the hearing and writing his re- 
port, and then after the exceptions are filed, we must write the final 
report for the consideration of the Commission. 

Judge Mitchell mentioned the backlog; we are, in application cases, 
current, or close to current, in every respect except one. 

Mr. Tuomas. And which is that? 

Mr. Corte. That is the drafting of the final report and review of 
the final report to submit for consideration by the Division 5 of the 
Commission. 

We use a recommended report procedure, in which the examiner 
writes a recommended report and accompanies it with an order. Some 
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of those reports and orders are written in the hearing room or im- 
mediately thereafter, and are mailed to Washington the same day as 
the hearings. These recommended reports and orders are served and 
the parties have 20 days within which to file exceptions. If no excep- 
tions are filed, and the Division does not stay them on its own motion, 
the orders become effective. Sixty percent of our cases are disposed 
of by recommended order, and some of them within a month after the 
hearing has been held. Those are the easy ones. 

But in those that are vigorously contested exceptions are filed, and 
they are filed at the rate of about a hundred a month. We use every 
examiner available to write the final reports after exceptions and re- 
plies to exceptions are filed. 

But we cannot keep our hearing docket up and assign every ex- 
aminer to writing final reports. As a consequence, that department 
has been dropping back about 20 cases per month, and we now have 
about 600 in the backlog. 

Mr. Yates. You mean pending cases ! 

Mr. Cortx. Yes. There are about, 2,500 pending applications. The 
backlog is 600. 


SUPPLIES AND PUBLICATIONS 


Mr. Tuomas. What are the duties of this Section of Supplies and 
Publications and what are the types of publications they handle every 
year? Why do you have to have 50 employees in that Section ? 

Mr. Hamm. They handle all mimeographing and printed reports, 
orders, and decisions. Some of the people in that area are purchasing 
people and handle the purchases for the Commission. I should say 
purchases and stores. They handle inventory stocks and supplies. 
They have under them the laborers that handle the building. 

Mr. Tuomas. How many different types of orders and decisions 
were mimeographed and handed out in calendar year 1954? That 
would include every decision of your hearing examiners plus the 
decisions of the Commission itself, and what else. What would be the 
total number ? 

Mr. Hamm. The number of sheets? 

Mr. Tuomas. Not the number of sheets; the number of orders and 
(lecisions. 

Mr. Ham. In 1954 there were 764 decisions released and distributed 
and indexed and filed. 

Mr. Tomas. What is the nature of those decisions? 

Those figures do not mean much when you read them cold. What is 
the nature of the decisions ? 

Mr. Hamm. They would cover all the activities. 

Mr. Toomas. All of the activities of the examiners? 

_Mr. Hamm. They would cover complaints, formal cases, any matter 
finally determined by the Commission. 

san Tomas. Preliminary reports of hearing examiners, and so 
orth ¢ 

Mr. Hamm. No. That would not include that. 

Mr. Mitcuetn. They are mimeographed. 

Mr. Tuomas. If a party participated before an examiner for 6 weeks 
or 6 months, when the examiner issued his opinion that party would 
certainly want a copy of that opinion, would he not? 
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Mr. Hamm. Yes, copies of hearing examiners’ reports are made 
available. 

Mr. Tuomas. Break them down between the bureaus. 

Mr. Hamm. The’ Bureau of Finance, close to 85: the Bureay of 
Formal Cases, 85; and Mr. Laird says approximately 500 orders go 
out a week. 

Mr. Latrp. The reproduction work for all bureaus and offices of the 
Commission is centralized in the Section of Supplies and Publications, 
A recent check disclosed that approximately 500 recommended reports, 
proposed reports, final reports, rules, regulations, and a great variety 
of orders, notices, statements, et cetera, relating to work of the Com- 
mission of every description are released through the Office of the 
Secretary every week. A majority of reproduction is by mimeogeraph, 
consisting of approximately 17.500.000 sheets annually; multilith, con- 
sisting of approximately 6.500.000 sheets annually: and more than 
90,000 sheets are received for photostating annually. Of the photo- 
stating, the majority of the work is for the public, for which our estab- 
lished charge of 50 cents per exposure, with a minimum charge of $1 
is made. Copy of one or more sheets may be made with one exposure, 
depending on size of sheet. The number of interested parties in re- 
spective proceedings upon whom copies of the reports, orders, et cetera, 
must be served vary from perhaps half a dozen to as many as 20.000. 
In most instances the mimeographing and multilithing is backed up: 
that is, run on both sides of the sheets. The reproduction work, in- 
cluding the gathering and stapling process, is a tremendous under- 
taking. 

Derense Transport ACTIVITIES 


Mr. Tuomas. Is there anv necessitv for carrying Defense Trans- 
port as a separate entitv? You had $170.000 last vear and the Bureau 
of the Budget impounded 12,190, and this year you want $125,000. 
What is it for? 

Mr. CrarKke. Our plans are to terminate Defense Transport as a 
separate entitv as of the end of this fiscal vear. Arrangements have 
been made with Dr. Flemming, Director of the Office of Defense Mobil- 
ization, to have the functions that have to be performed carried on 
as a separate function in the Bureau of Safety and Service. Thereby 
we will eliminate some of our housekeeping expenses. 

Mr. Trromas. What is there to be done by the ODM or the ICC in 


this regard that has not already been done? 
MOBILIZATION PLANNING PROJECTS 


Mr. Crarkr. There are two major projects. First, there is the proc- 
essing of the tax-amortization applications. We are still receiving 
applications for tax amortization at the rate of about 50 a month, 1n- 
volving a good many millions of dollars. That work has to be con- 
tinned. Then there are mobilization-planning projects which are 
assigned to us by ODM to work out. 

Mr. Tuomas. They have been doing that planning work now for 
about 16 years. You can make a lot of plans in 16 years. 

Mr. Crarke. That is right, but it is necessary to revise the plans 
continually. 

Mr. Tuomas. When you complete them they are out of date? 
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Mr. Ciarke. It is true that some of the plans completed in the past 
are not usable at this time, but it is necessary to have plans for use in 
anemergency such as we might anticipate presently. — 

Mr. Tuomas. If you were to wind up this activity now, would it 
amount to a hill of beans ? 

Mr. CLarkE. Somebody would have to do that mobilization work. 

Mr. Tuomas. Why is it necessary to continue it ¢ 

Mr. CLrarke. It is part of the overall defense program of prepared- 
ness. We have to be ready for any eventuality. 

Mr. Tuomas. We have been figuring that out for 16 years and when 
we get it figured out it becomes obsolete. : 

Mr. Cuarxe. It changes with the international situation. For ex- 
ample, we have received specific assignments quite recently based on 
the Formosan situation. 

Mr. Tuomas. Whom do you get those assignments from ? 

Mr. CLarke. From the Office of Defense Mobilization. 

Mr. Tuomas. Do you not think the ICC knows more in 5 minutes 
about what ought to be done in the field of transportation than ODM 
will know in the next 50 years ? 

Mr. CLarke. That is true, but we are not aware of the international 
situation as far as the defense situation is concerned. They propound 
a question to us, such as: If thus and so should happen, how would the 
transportation plant handle the problem? We have to come up with 
the necessary answers to those questions. 

In doing that work we are using almost entirely consultants from 
the industry, most of whom do the work for us without compensation. 
We have just a few people on the staff devoting their full time to 
mobilization planning, but they in turn obtain the services from in- 
dustry to do much of the work. 


BUREAU OF SAFETY AND SERVICE 


Mr. THomas. What about your safety problems for this year? 

Mr. Hama. Motor carrier or rail ? 

Mr. THomas. Rail. I notice the justification says it has been cut 
and cut and cut so much that it is getting everybody in trouble and 
that accidents are bound to pile up. But in looking over your tables. 
they do not bear out your conclusions. 


NUMBER OF LOCOMOTIVES INSPECTED 


At this point in the record we will insert page 140. 
(The material referred to is as follows :) 
The following table shows the number of accidents and causalties caused by 


defective locomotives of all types during the last three fiscal years and those 
anticipated during fiscal years 1955 and 1956: 


Actual Estimate 


1953 Q: 95: | 1956 


All locomotives 
Num- 
ber 


Num- ._ | Num- 
her Index | ber 


} 


| Index | * Index 





, } | | | 
Accidents. __ 100 | 185 94 : 95 186 95 
Casualties com 197 95 ¢ ¢ Qi 197 95 








474 


‘The introduction of diesel-electric locomotives has improved the accident rate. 
However, as this equipment becomes older utmost vigilance will be necessary j; 
the purpose of the act is to be accomplished and the advancement in locomotiye 
safety is not adversely affected. 

Workload statistics-shown in the following table cover the main workload of 
the field forces for the fiscal years 1952 to 1954, inclusive, and estimates for the 
fiscal years 1955 and 1956. Due to limited travel funds and a reduction in the 
number of field inspections, the condition of locomotives at field inspection points 
is lagging because the inspectors must devote more time to inspections at head. 
quarters than at points away from headquarters. When inspections are made 
more uniformly throughout all points in the inspection districts the hazards may 
be more uniformly corrected. , 








| Actual Estimate 

Reports and inspections eT ee on ae 

1952 | 1953 1954 1955 1956 
Locomotives for which reports were filed _ - _--------- 43, 206 41,172 39, 774 42, 500 41, 500 
Number of locomotives inspected_................---| 110,483 | 104,069 | 103,353 | 106,700 119, 500 
Number of locomotives found defective_.-.-_......-- 12, 321 10, 154 10,000 | 10,670 11, 90 
Percentage inspected found defective. ........-..-.-.- 11.15 9. 76 9. 68 | 10.0 10.0 
Number ordered out of service... .----- a bib iebinbele 505 281 256 264 6 

| 


Number of defects found - _.----- jeeaaheibe cegeeune 41, 351 30, 143 29,403 | 30,650 | 34,33 


Mr. Tuomas. I notice from the tables that the number of locomo- 
tives inspected was 110,483 in 1952; 104,069 in 1953; 103,353 in 1954; 
and 106,700 in 1955. The number of inspections have been going up, 
yet you loudly complain about your money being cut down. As I 
remember, your funds have not been cut for this work, and the state- 
ment has been put in the committee reports that there should be no cut 
in funds for this work. Last year the committee gave you more than 
you requested. If you doubt that, I will get out the committee re- 
ports and read them to you. You do a lot of moaning and groaning 
and at the same time your number of inspections seems to be fairly 
steady and increasing, from 110,483 in 1952 to 104,069 in 1953, 103,353 
in 1954, 106,700 in 1955, and your projected number of inspections in 
1956 is 119,500. 

On page 141 you use the language : 

Curtailed appropriations during the fiscal years 1948 to 1954, inclusive, mate 
rially decreased the time the inspectors could devote to field inspections and con- 
sequently it has not been possible during these 7 years to adequately police the 
condition of locomotives used at terminals other than those at which field offices 
are located. 

Is that language primarily applied to locomotives used at terminals! 

Mr. Crarke. Yes. Because of the limitation or the shortage of 
travel funds to keep those inspectors moving, they have had mostly 
to inspect. locomotives they could reach from their headquarters or 
from their hometown. This has meant that the inspection service has 
not been proportionate throughout the country. While we have 
averaged 100,000 inspections a year, that is just a scratch on the sur- 
face when you consider all the locomotives in the country. ‘To do an 
effective job we should be making several times more inspections. 


RELATIONSHIP BETWEEN INSPECTIONS AND ACCIDENTS 


Mr. Tuomas. Have you had any serious accidents in the last year 
that you could put your finger on that were attributable to lack of 
inspections by your inspectors ? 
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Mr. Crarke. No, sir, we have not. 

Mr. Tuomas. Generally, accidents are decreasing rather than in- 
creasing ? 

Mr. CiarKe. That is right. 

Mr. Tuomas. Of course if some man gets his snoot full of Coca-Cola 
and tries to knock an engine off the track you could not attribute that 
to lack of inspections. 

Mr. CrarKe. No. Railroad accidents last year were at an all-time 
low, both passenger and freight trains, but there are still a lot of 
accidents. 

Mr. Toomas. They are not all attributable to lack of inspections by 
your inspectors ? 

* Mr. Clarke. That is true. 

Mr. Tomas. By and large your inspectors have done a magnificent 
iobs, 

Mr. Crarke. That is right. We are very proud of our inspection 
force. 

Mr. Tuomas. And the number of accidents are on the decrease ? 

Mr. Cuarke. Yes, sir. 

Mr. Tuomas. Do you think there is a direct connection between the 
number of accidents and the dollars and cents spent for inspection 
work each year ? 

Mr. Ctarke. Yes,I do. Historically whenever—— 

Mr. Tuomas. Point out the connection in calendar year 1954, in 
which year you have just stated you had the lowest number of accidents 
inthe history of the industry. 

Mr. CLrarke. I did not understand the question. 

Mr. Toomas. I asked you to point out the connection between the 
dollars and cents spent for inspection work and the number of acci- 
dents in the calendar year 1954. I thought I understood you to say 
that the number of accidents during calendar year 1954 was the lowest 
of any year of the industry. 

Mr. Crarke. Yes. 

Mr. Trromas. Point out the connection between the number of acci- 
(ents and the amount spent for inspection work. 

Mr. Crarke. There are several contributing factors. One is that 
we did make over 100,000 inspections of locomotives. Another reason 
is that our people are doing a better job on their inspection work. 
Still another reason is that there was a decrease in volume of business 
last year. 

Mr. Tuomas. How many accidents occurred by virtue of the lack 
of inspections ? 

Mr. CrarKe. I doubt if there were any. But Mr. Taylor might be 
able to put his finger on some. 

Mr. Taytor. You cannot put your finger on those things very well. 

Mr. Tuomas. That is what a lot of lawyers would like to do, because 
alot of personal-injury cases are based on that. 

Mr. Taytor. That is right. Several of the accidents we have had 
have been due to fatigue in materials. We had one false flange on a 
locomotive of the Rock Island. The diesel engines are fairly new. 

_ Mr. Tuomas. You do not mean to tell us one of your locomotive 
Inspectors is qualified by training and experience to deal with fatigue 
materials, This committee deals with that quite a bit. 
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Mr. Taytor. That is right. They are educated engineers in thejy 
work and have had long years of experience. 

Mr. Tuomas. That is quite different from being a metallurgist o 
scientist able to detect fatigue in metals. 

Mr. Taytor. They can arrive at the reasonable amount of time an( 
the reasonable number of miles a locomotive could stand before taking 
the axles and wheels off. 

Mr. Crarxe. I would like to add that with the switch from steam ty 
diesels the problem of inspection is much more complex. Consequent- 
ly, the time involved in making an adequate inspection is longer. 

Mr. Tuomas. You do not have the boiler inspections to make wit) 
the diesels. 

Mr. CLarke. No, and the diesels are much safer. 

Mr. Tuomas. The previous law was to inspect boilers primarily, 

Mr. CLarke. It was the Boiler Inspection Act by name. 

Mr. Tuomas. Is this amount of $11,975,000 going to enable you to 
doa good job? It is about $305,000 more than last vear. 

Mr. Hamm. I think so. 

Mr. Tuomas. Are you going to be happy and satisfied and not point 
out in next year’s justifications anything about the shortage of fund 
and s¢ forth and so on? We want you to be happy now for 1 year, 
Will that make vou happy ? 

Mr. Hamm. For 1 year? 

Mr. THomas. That would be a long time. 

Mr. Hamm. We would be very pleased. 


BUDGET BUREAU ACTION ON ESTIMATES 


Mr. Yates. How much money did you request from the Bureau of 
the Budget ? 

Mr. Hamm. For the Interstate Commerce Commission it was 
$12,470,000: and we also requested in addition to that $135,000 for 
DTA activities. 

Mr. Mrrcnett. What did we request the year before from the Bu- 
reau of the Budget ? 

Mr. Hamm. About $15 million. 

Mr. Mircuet.. We submitted our budget based on what we felt wa: 
absolutely necessary, and [ believe there is a difference between the 
budget submitted this year and last year of—what is it ? 

Mr. Yates. You submitted to the Bureau of the Budget a request 
for $15 million for 1955? 

Mr. Hamm. Approximately. 

Mr. Yates. And what did they cut you to from $15 million? 

Mr. Hamm. For 1955? 

Mr. Yates. Yes. 

Mr. Hamm. $11.5 million. 

Mr. Yates. And this year you asked for how much ? 

Mr. Hamm. $12,470,000. 

Mr. Yates. Was the amount you requested the minimum amoult 
that you considered to be necessary in protecting the public interests: 

Mr. Hamm. Some of these areas that we feel are not adequately 
covered, where we have had difficulties in backlogs building up, rathe' 
than ask the Bureau of the Budget for the maximum we tried ( 
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approach it this year by asking for the funds that would enable us to 
help in the areas where we felt we were suffering the most, which we 
thought would be a realistic approach. 

Mr. Yates. Are you saying that you considered what the Bureau 
of Budget might allow you rather than what was necessary ¢ 

Mr. Hamm. No. 

Mr. Yates. In other words, the $12,470,000 which you asked from 
the Bureau of the Budget, in the best judgment of the Commission 
vould enable you to carry out the functions of the Commission and 
protect the public interest ¢ 

Mr. Hamm. I think so. 

Mr. Yares. And the Bureau of the Budget cut you down to 
$11,975,000? Is that right ? 

Mr. Hamm. That is right. 

Mr. Yates. Does that include the appropriation for DTA ¢ 

Mr. Hamu. Yes, the $11,975,000 does. The $12,470,000 did not. 

Mr. Yates. How much of the $11,975,000 is for DTA ¢ 

Mr. Hamm. $125,000. 


REDUCTIONS IN PERSONNEL BY BUREAU OF THE BUDGET 


Mr. Yates. Where did the cuts of the Bureau of the Budget take 
place? 

Mr. Ham. They cut us on the number of safety inspectors. 

Mr. Yares. For rail or the Bureau of Motor Carriers / 

Mr. Hamo. For the Bureau of Motor Carriers. 

Mr. Yates. How many did you ask for and how many did they 
allow ? 

Mr. Hama. We asked for a total of 55 and they gave us 28. 

Do you want the whole list of them ? 

Mr. Yates. Yes, I would like to know where your opinion differed 
from that of the Bureau of the Budget in terms of the monetary needs 
of the Commission. 

Mr. Hamm. We asked for 12 in the Bureau of Inquiry and Com- 
pliance, and they recommended 8. 

We recommended 24 in the Bureau of Accounts, Cost Finding and 
Valuation, and they gave us 16. 

_ Certificates and Complaints, we asked for 17, 15 in Certificates and 2 
itComplaints. They gave us none in Complaints and 8 in Certificates. 

In the field we asked for 43 and they gave us 7. 

In Suspension and 4th Section Boards we asked for 6 and they gave 
wall of them, 3 in each Board. 

a asked for 29 additional tariff examiners and they gave us none 
of those. 


TARIFF EXAMINERS 


Mr. Yares. You asked for 29 additional tariff examiners and they 
give you none. Why do you need so many additional tariff examiners ? 

Mr. Hamm. We felt the job being done in tariff examinations was 
hot adequate at all. : 

Mr. Yatrrs. Do you mean there is a possibility that exorbitant rates 
vere being charged ? 
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Mr. Hamm. No, not particularly as to the rates, but to be sure the 
tariffs being filed with the Commission mee? with the Commission's 
regulations, to spot errors in the exceptions that appear in the tariffs 
and so forth. 

Mr. Yates. How is that translated into terms of charging excessive 
rates? 

Mr. Mrrcueti. Could not Mr. Cox answer that? 

Mr. Yates. You asked for 29 additional tariff examiners so that 
must be a sore spot. 

Mr. Cox. It is possible improper rates may be charged. As you 
know, the carriers are required by law to publish their rates and 
charges in tariffs and to file them with the Commission at least 30 
days before they become effective unless shorter notice is authorized 
by the Commission. The Commission is also given authority to pre- 
scribe rules and regulations governing the form and manner in whic! 
the tariffs are to be published and filed. Those rules and regulations 
are designed to insure a clear and definite statement of the rates and 
charges so as to avoid ambiguity and doubt as to the applicable charge 
on a given shipment. 

Mr. Yares. Those are both passenger and freight tariffs’ 

Mr. Cox. Yes, and water, rail, and motor, al! forms of transporta- 
tion. 

Mr. Mircuer.. Have we not had more tariffs filed, too? 

Mr. Cox. Yes. The number of tariffs is increasing all the time. 

Mr. Yates. The tariffs are principally upward? 

Mr. Cox. Yes. The duty of the tariff examiners is to examine the 
tariffs when they are filed, see that they give lawful notice and ar 
published in accordance with the rules of the Commission as to form, 
and so forth, and to try to detect ambiguities in the statement of the 
charges so that they can be taken up with the carriers and clarified. 
We have not been able to do a satisfactory job in that work for a goo! 
many years. 

Mr. Yates. How many people do you have on that work now! 

Mr. Cox. About 35. 

Mr. Yates. How many tariffs do they have to look at? 

Mr. Mircuety. We had 140,000 tariffs filed last year. 

Mr. Cox. We had about 140,000 last year, and they range from ° 
or 3 pages to 1,000 pages. 

Mr. Yates. How many tariffs did you suspend last year’ 

Mr. Mircnett. Mr. Cox answered you that most of those tariffs 
were upward. Is that correct? Most of them are downward. Weare 
in a terrific rate fight now and that is mainly between truckers because 
the truckers are in financial difficulty and they are in here to cut rates 
daily. 

Mr. Yares. Perhaps the record should show how many tariffs a 
for truckers and how many for rail. 

Mr. Cox. 75,859 motor-carrier tariffs were filed in 1954. 

Mr. Yares. Is that the last figure you have? 

Mr. Cox. Yes. The previous year it was 64,618. So the number of 
filings is on the increase. 

Mr. Yares. That is motor carrier. The rest is rail? 

Mr. Mircnevyi. And a few water carriers. 
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Mr. Yates. Can you give us a complete breakdown of those tariffs 


for the recor 
Mr. Mircuent. Yes, we shall be glad to. 
(The information requested is as follows:) 


Number of tariff publications filed oring the fiscal year ended June 30, 1954, by type 
of carrier and nature of traffic 


— 


Filed by Freight | Passenger 





Rail carriers - - - - 

Motor carriers 

Wait CRIED cinta ARERR seinen eas anhennd 
Freight forwarders : 

Pipelines f 

Express companies 


Subtotal ; aaa : 
ote... Tease see eS a ee ee a uss caee ses ee A contuasdoen 





Mr. Yares. Do you really need those 29 additional tariff examiners ! 

Mr. Cox. We think we do in order to do an effective job. We just 
have not been able to do it and the carriers know we are not examin- 
ing the tariffs and they get careless too. The carrier and the public are 
charged with the duty under the law of charging and paying no more 
and no less than the rate in the tariffs. If the tariffs are ambiguous, 
sometimes the proper rate is not being collected. 

Mr. Yares. What portion is freight and what portion passenger ! 

Mr. Cox. A very small percentage 1s passenger. 

Mr. Yares. Would you say 1 percent ? 

Mr. Cox. About that, I should think. 

Mr. Yates. You say you are not doing as thorough a job as you 
would want to do in respect to these tariffs. What are you doing and 
what are you not Seat. 

Mr. Cox. About all we can do is check each publication to see that 
it gives lawful notice, take necessary steps to place them in our files 
so that they can be easily located, and check the tariffs with respect 
to operating authorities of the carriers. When a carrier is granted 
operating authority, we must take steps to see that he files a tariff 
covering the transportation before the certificate can be issued. When 
authority is transferred from one carrier to another, we must see that 
the new carrier either files a tariff for the new operation or adopts the 
tariffs of the old carrier. We do just the necessary things to put the 
tariffs in effect and see that lawful notice is given and things of that 
kind. We cannot study them to see if there are conflicting provisions 
inthem or anything of that kind. 

Mr. Yares. As I remember the law, a carrier proposing to change 
his tariffs may do so within a certain time after they are filed, pro- 
vided the Commission does not suspend them. Is that correct ¢ 

Mr. Cox. Yes. He must give 30 days’ notice before the change 
can become effective; that is, 30 days after they have been filed with 
the Commission, unless the Commission gives specific permission for 
the change to become effective before that. Any interested party may 
ask the Commission to suspend the change and investigate it before 
it becomes effective. 
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TARIFF PUBLICATIONS SUSPENDED 


Mr. Yates. How many tariffs were suspended by the Commissioy 
last year ? 

Mr. Cox. Ido not know offhand. 

Mr. Yates. Will you supply that for the record ? 

Mr. Mircuey. Yes. 

Mr. Yares. And the types of tariffs suspended, whether passenger 
or freight. 

Mr. Mrrcuenyi. We will be glad to do that. 

(The information requested is as follows :) 


Number of tariff publications suspended during same period 


I 3c Gain ttgps sip nd ibnnnatthhinianithidniniiinmdiiadeanas ne 
Passenger 5 


Mr. Freas. A lot of that tariff inspection work has to do with mat- 
ters of form. However, it is not carried on merely to see that formal 
requirements are observed. As Mr. Cox pointed out, tariffs have the 
force of a statute. To the extent requirements.of form are not ob- 
served there is ambiguity and uncertainty between carriers and ship- 
pers as to what the rate should be. This results in proceedings, both 
formal and informal, and accounts for many more hours of work on 
the part of the Commission in resolving the issues. So checking tarifis 
is for a much deeper and more far-reaching purpose. 

Mr. Yares. Is not this activity the fundamental reason for the crea- 
tion of the Interstate Commerce Commission; namely, to assure that 
the public would not be overcharged ? 

Mr. Freas. That is right, and to the extent these tariffs are indeli- 
nite we are not accomplishing that purpose. 

Mr. Arpata. If the tariffs are not clear one man might be paying 
one rate and another man another rate because of routing and other 
reasons. This affects every shipper. 

Mr. Yates. Had you completed your tabulation, Mr. Hamm?! | 
broke in when you were talking about the 29 additional tariff exam- 
iners. 

Mr. Hamm. There were two in the General Counsel’s Office, a lav 
clerk and a clerk typist. 

There was one training officer. We are trying to develop a personnel 
program. We had asked for a space analyst for our moves in the 
Commission and in the field. We are trying to consolidate offices. 

We had asked for a clerk and messenger in the Secretary’s Ofiice. 
And in the commissioners’ office we had asked for a rate and tarifl 
analyst to work with the commissioners on tariff matters. 

Mr. Yates. You asked for $12,470,000 plus $135,000 for DTA. You 
received $11,975,000, of which $125,000 was for DTA. 

Mr. Hamm. That is right. 

Mr. Yares. Is the difference represented by the number of em: 
ployees that were deleted from your request, or is there something i 
addition that you requested from the Bureau of the Budget that was 
not allowed ? 

Mr. Hamm. No. 
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Mr. Yares. Were the deletions all in personal services, then ¢ 

Mr. Ham. Yes. 

Mr. Puiiies. Is that figure right, $125,000 for DTA ¢ 

Mr. Hamm. Also, we asked for 31 replacement automobiles and they 
gave us 20. 
Oe Yates. Mr. Phillips wanted to know what amount the Bureau 
of the Budget allowed for DTA ? 

Mr. Hama. $125,000. 


POSSIBILITY OF TRANSFERRING EMPLOYEES WITHIN THE COMMISSION 


Mr. Yates. Will you be able to transfer any other employees of 
the Commission to the tariff work in the event the committee allows 
you the full amount you have requested? Obviously you will still be 
short 29 tariff examiners, but will you be able to secure them from 
other parts of the Commission ? 

Mr. Hama. That area and the area of complaints of motor carriers 
are the two areas where we hurt. 

Mr. Yates. The question is whether or not you have other employees 
in spots that are not so soft in the Commission who could be trans- 
ferred to the tariff work ? 

Mr. Arpara. That type of employee is a highly specialized tariff 
man. You could not transfer someone to that job. That requires 
ahighly technical type of experience. 

i . Yates. What rating is that ? 

Mr. Arpata. Most of them are grade 7. 

Mr. Puttures. May I ask your question in another way? Suppose 
you have a certain number of new men you are going to recruit durin 
the year. Could you recruit in this area, which is highly assialiaad, 
rather than in other areas in which you are looking for employees? 

Mr. Hamm. Do you mean put on additional employees in the tariff 
work rather than in other areas ? 

Mr. Pumiures. Yes. Do you have an elasticity there? 

Mr. Ham. That is pretty hard to say. 


NEW POSITIONS ALLOWED IN BUDGET 


Mr. Yates. How many new employees are you asking for in this 
whole budget ? 

Mr. Mircueti. We have some men that we can shift to other work. 

Mr. Yates. I am trying to find out how many new people you are 
asking for in this whole budget. 

Mr. Hamm. It would be a net of 29. 

Mr, Yates. Twenty-nine new employees in this whole budget? 

Mr. Ham. Yes. 

‘Mr. Xatts. What portion of those are supposed to go to tariff super- 
vision 2 

Mr. Hamm. None. 

Mr. Yates. What are they supposed to do? 

Mr. Hamm. Sixteen in Accounts, Cost Finding and Valuation, 8 in 
the Bureau of Inquiry and Compliance, 8 in Certificates; 7 in the 
motor carrier field, sid ha inspection; 3 in the Board of Suspension ; 
and 3 in the Fourth Section Board. 
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Mr. Yates. In your Judgment could any of those 29 be taken away 
from the duties in which you presently contemplate using them and 
assigned to the tariff wait 

r. Hamm. Well, that would mean a complete readjustment of what 
we are trying todo. They would have to be different types of people, 
of course. The 16 in Accounts and Cost Finding, for instance, are to 
replace employees who will reach retirement age in the next year or 
two. 

Mr. Hamm. As they resolved the thing, this seemed to be where 
the greatest need was. 

Mr. Yates. Speaking for myself, I am impressed by the need for 
additional employees in this tariff work. 

Mr. Tuomas. The Commission did not seem to be too impressed, 
They got 29 new employees and did not assign any of them to that 
work. 

Mr. Yates. They asked the Bureau of the Budget for 29 addi- 
tional] tariff examiners and the Bureau of the Budget did not give 
them any. 

Mr. eamie The Bureau of the Budget did not tell them where 
to put them. The put eight of the new employees in Inquiry. 

Mr. Hamm. That isa very serious problem. 

Mr. Puruies. I guess they will have to wait and see how many 
employees the Congress gives them before they decide where to put 
them. 

Mr. Mircuety. I do not know where the eight are to be put in 
Inquiry, but in my judgment we might be able to switch some of 


those to tariff. 
DUTIES OF A LOCOMOTIVE INSPECTOR 


Mr. Yates. What does a locomotive inspector do? What does a 
locomotive inspection consist of? I remember the purpose of the 
Boiler Inspection Act, but what do they do in inspecting diesel 
engines? 

Mr. Taytor. They inspect the various safety features. I am not 
an engineer. I worked for a railroad 35 years and I have a fairly 
good knowledge of railroading in general. A diesel locomotive gen- 
erates a lot of heat. The inspectors inspect the safety features and 
switches, to prevent injuries to employees from getting their clothes 
caught, and so forth. At the present time the inspection rules for 
other than steam locomotives are being rewritten. A series of con- 
ferences are being held between the railroads and the labor unions 
to write new rules. 

Mr. Yates. You are ina period of flux too? 

Mr. Taytor. Yes. 

Mr. Crarke. Page 139 gives a description of the duties of thos 
inspectors. , 

Mr. Taytor. Their primary duties are to check to see that the rail- 
roads are complying with the inspection rules. 


COMPLAINTS OF CERTIFICATED CARRIERS 


Mr. Yates. Thank you. I have one other question which relates to 
a subject that I have received inquiries about, the complaint of certi!- 
cated carriers about the invasion of their territory and the operation o! 
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noncertificated carriers. They have stated they have a reas difficult 
job of getting action by the Commission. I introduced a bill last year 
on the subject. Why should not a certificated carrier be able to go into 
court, when there has been a violation of the law and presumably a 
deprivation of the rights granted him by the grant of a certificate, 
by filing suit himself rather than waiting for a suit to be filed by the 
Commission in his behalf ? 

Mr. Arpata. You are talking about invasion by a person who goes 
into operation gm a phony buying and selling deal ? 

Mr. Yates. No. Suppose a noncertificated person starts operating 
inthe territory of a certificated carrier. 

Mr. Arpata. We stop them if they are doing it for hire. 

Mr. Yates. How do you stop it? 

Mr. Arpata. We have our Bureau of Inquiry and Compliance in- 
vestigate and we have him arrested and prosecuted. Some people go 
through phony buying and selling and a court has said that every 
form of transportation should be protected and that that is private 
transportation and should be protected. This is one subject I think we 
will have to have legislation on. 

Mr. Yates. That is why I introduced a bill last year. Why should 
not the carrier be able to go into court himself rather than wait for 
the Commission ? 

Mr. Arpata. They should. 

Mr. Yates. Their cases have been thrown out on the ground that it 
isthe function of the Interstate Commerce Commission. 

Mr. Arpata. If he brought the suit himself he would not be able to 
get the necessary information. 

Mr. Yates. Then he could not sustain his lawsuit. 

Mr. Arpata. That is right. 

Mr. Yates. But if he can, why should he not be permitted to go into 
court ? 

Mr. Arpata. Unless he has the power to subpena records, I do not 
think he could sustain his lawsuit. 

Mr. Yates. The court can give him that power. 

Mr. Mircuenn. As far as i am concerned, I think your bill was a 
good bill. This Commission can never completely prevent invasion of 
territory, either by one who has not a certificate or someone else, because 
there are too many, and the individual in the field knows what is going 
on. Tam for the bill 100 percent myself. 

Mr. Yates. Presumably there are some property rights denied with 
acertificate. A person who is granted a certificate should be protected 
inhis operation. If the Commission is not able to properly enforce the 
law, why should not the carrier be permitted to file a lawsuit; let him 
carry the burden of sustaining it. If he can sustain it, let him get 
judgment ; if not, let it be thrown out. 

Mr. Arpata. I do not disagree with that at all. 

Mr. Yates. Then why did I not get a favorable report on the bill 
from the Commission last year ? 

Mr. Mrrenetn. We had a different legislative setup. 

_Mr. Yates. The bill I introduced provided for giving the Commis- 
sion notice and an opportunity to come in if they wanted to. 

Mr. Tucetr. I have no objection to that. 
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Mr. Arpata. Even if we had an army we could not police it entirely. 

Mr. Mircueti. The violations we prosecute are small operators, 
and if the carrier whose territory is invaded had a right to prosecute, 
it could be done promptly and effectively. 

Mr. Tuomas. Hé is not barred from prosecuting in a Federal court, 
Prosecution is one thing and an action for damages is another. He cay 
certainly go in a Federal court if it is an interstate matter or if jt 
raises a Federal question, and the court would take jurisdiction. 

Mr. Yates. As I remember, the import of the decisions was that the 
carriers have no right to sue even for damage against a conflicting 
carrier. 

Mr. Arpata. If he can prove his damage, I do not know why he 
could not. 

Mr. Yates. As I recall, there was a decision to the effect that only 
the Interstate Commerce Commission could proceed against a person 
violating the laws of the Commission. 

Mr. Arpata. The courts say you have to have a prior decision of the 
Commission on the question of fact. 

Mr. Yares. In effect, a person cannot sue for damages until he has 
a finding by the Commission ? 

Mr. Arpata. Some courts take the position that you have to exhaust 
your administrative remedies. 

Mr. Mitrcnetn. What is the measure of damages? If he sues for 
damages, what is the measure of damages? A trivial amount. How 
are you going to prove what the damage is? This is an injunctive 
proceeding, an equity proceeding. 

Mr. Tuomas. Injunctive relief and damages are different things. 

Mr. Evins. I want to say that I have a very high regard for the 
Interstate Commerce Commission and for the work of the Commission, 
but recently we have been hearing general complaints about delays 
in its work in contrast to praise for its historical achievements. 


USE OF ADDITIONAL FUNDS TO OBTAIN BETTER COMPLIANCE IN MOTOR 
CARRIER FIELD 


Will you give the committee a brief and specific summary of how 
you expect to use any additional funds to obtain better compliance! 

Mr. Hamm. The request in that was for 6 additional special agents 
to handle prosecutions in the motor carrier field and 2 attorneys. 

Mr. Evins. Specifically, how are you going to use these increased 
funds for compliance ? 

Mr. Hamm. By the hiring of these additional men to work in the 
field as our agents to handle the prosecution of violations. 

Mr. Evins. What, in your judgment, has been lacking in compliance 
before? Has it been funds, personnel, or what has been handicapping 
the Commission in its work ? 

Mr. Hamm. I think it is probably because that type of personnel 
has been lacking in the field. At one time, under the Motor Carrier 
Act, they had a good many more enforcement agents in the field. 
They have been dropped through the years and we would like to build 
up that staff. 

Mr. Evins. What would be the ideal situation in order to achieve 
full compliance ? 
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Mr. Ham. Frankly, that is a little hard to say. It is a blue sky 
sort of question. It is like asking how many policemen we need to 
police 20,000 certificated carriers or something like 130,000 truck 
fleets on safety. 


HIGHWAY SAFETY INSPECTORS 


Mr. Evins. You are asking for 7 additional highway inspectors. 
Do these highway inspectors work independently or do they cooperate 
with the State highway people? 

Mr. Hamm. A good deal of our safety work is introducing to motor 
carriers safety practices, working out safety practices for them and 
trying to build up their own accident-prevention programs. 

Mr. Evrns. In that connection is there cooperation with the State 
highway departments ? 

Mr. Ham. Yes. 

Mr. Evins. Judge Mitchell, were the members of the Interstate 
Commerce Commission consulted by General Clay in connection with 
the preparation of the overall highway-development program—the 
President’s highway program ? 

Mr. Mrrenett. I do not think so. 

Mr. Evins. General Clay has made for the President a comprehen- 
sive report on future highway development needs, and the President 
has submitted to the Congress his report in this connection and you, 
Mr. Chairman, state that the Interstate Commerce Commission was 
not consulted in this regard ? 

Mr. Mrrcuety. Not that I know of. 

Mr. Evrns. Does the Interstate Commerce Commission have an idea 
of what causes the majority of highway accidents other than the ele- 
ment of personal carelessness ? 

Mr. Hamm. To go back to safety inspections, the President’s High- 
way Conference was held here last year and recommended that the 
Commission be given 112 safety inspectors. This is 28 we are talking 
about now. 

What was your other question ? 

Mr. Evtns. Do you have any idea what may be the major contribut- 
ing cause of highway accidents other than personal carelessness ? 

Mr. Hamm. Fatigue seems to be one. 

Mr. Biranninea. As to motor carriers, lack of training of the drivers 
insafety habits is the outstanding cause of accidents. 

Mr. Evtns. It seems to me that with the vast storehouse of experi- 
ence and knowledge and information the Interstate Commerce Com- 
mission has had, you should have been consulted for your viewpoint. 

Mr. Mrrcnetn. As far as I know we were not. 

Mr. Arpata. I think we should make a distinction between a certifi- 
cated motor carrier and a private carrier. The field inspectors are 
able to educate the certificated cariers who have a fleet, but when you 
have the vehicles that are exempt, single vehicles, you cannot really 
teach those people until an accident happens. They are the ones hav- 
Ing ne of the accidents. The certificated carriers are doing a pretty 
good job. 
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RAILROAD BOXCAR FLEET 


Mr. Evins. Turning to page 136 of the justifications, I am jp. 
pressed by your statement about the boxcar fleet. You state: 
The condition of the boxcar fleet has progressively deteriorated since Janyary 
1, 1954. 
And you say: 


As the result of decreased earnings, the railroads have been overzealous jp 
reducing clerical and car maintenance forces. Records are maintained ip , 
halfhearted fashion or not at all. Track checks have been discontinued. (y; 
repair shops have been closed and maintenance work seriously curtailed. 


Will the Chairman state what the railroads might be thinking aboy 
in thus curtailing this maintenance work ? 

Mr. Mircue.u. In regard to the cutting of maintenance work, | 
was called up when the diesel shop at Springfield, Mass., was closed, 
where they had 400 men. I found that the New York Central’s in. 
come had dropped $10 million the month before and they therefor 
had to. Their total cash on hand at that time was less than a month's 
payroll. I mean available cash. In other words, the New York Cen. 
tral has let off approximately 25,000 employees and the Pennsylvania 
approximately 26,000. Throughout the country there is about w 
11.9 percent decrease in the employees of the railroads. 

Mr. Evins. You state the boxcar fleet has deteriorated since January 
1, 1954—in 1 year. 

Mr. Mircueti. They just do not have the money to buy them, that 
is all. 

Mr. Evins. Does the Interstate Commerce Commission have a st 
of standards for railroad maintenance requiring more employees ora 
better boxcar fleet ? 

Mr. Arpata. No. 

Mr. Mircuet.. I remember the first case I sat on was a case wher 
we were asked to require the railroads to buy more boxcars. That 
case was not decided because the railroads agreed to do it. 

Mr. Evrns. I think one function of the ICC is to help the railroads 
get boxcars to Florida during the citrus fruit season and to Kansas 
during the wheat season, and if they have a depleted or deteriorated 
fleet they cannot do it. 

Mr. Mrrcnety. We do just that, you know. 

Mr. Arpara. There have been no shortages due to the Car Service 
Division of the Commission. We make sure those cars are sent where 
needed. 

Mr. Evins. I was impressed by your statement that the boxcar fleet 
has deteriorated. 

Mr. Arpaia, That refers to the quality. 

Mr. Mrrcnetyt. You must also realize that the products do not move 
like they used to. I am not familiar with wheat, but I am with corn. 

Mr. Evins. Does this deterioration affect the safety of the railroads! 

Mr. Arpata. Sometimes. ; 

Mr. Mitcuetu. I would think it would. I certainly think the laying 
off of maintenance men—they may get by for a short time, but if the 
New York Central had 25,000 excess employees, that is hard for me 
to believe. I do not think they did. 
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Mr. Evins. I think it is a function of the Interstate Commerce Com- 
jssion to see that they do not lay off an excessive number of employ- 
~s and that they keep their fleet and the maintenance of the cars up 
for an eflicient operation. 

‘Mr. CLarke. As maintenance programs decrease our work of in- 
pections increases. 


STANDARDS OF MAINTENANCE 


Mr. Yates. Does not the Interstate Commerce Commission have 
suthority to require minimum standards as far as maintenance is con- 
ened ¢ 

Mr. Crarke. No. We can only require them to maintain such stand- 
ards on cars that are used. 

Mr. Tuomas. Mr. Young is doing all right with the New York 
entral, is he not? 

Mr. Mrrcnett. He has let out 25,000 employees. He does not run the 
Century on Saturday, and he is in the black about $4 million to $5 
nillion. I do not know where he got that. I am not questioning it, 
but whether it was from operation of the railroad or from property 
owned by the New York Central, I do not know. Northwestern this 
year did not make fixed charges. 

Mr. Poitures. Do you criticize him ? 

Mr. Mrrcnetn. No. I praise him. I think Mr. Perlman did a fine 
job. 

Mr. Tuomas. Off the record. 

(Discussion off the record.) 

Mr. Bows np. Did you say you cannot direct railroads to make repairs 
on cars ? 

Mr. Cuarke. We can require a certain standard of maintenance on 
equipment that isin use. We can order a locomotive out of service if it 
does not meet standards. We cannot require the maintenance of loco- 
motives that are not in service. 

Mr. Yates. What about the boxcar fleet ? 

Mr. CrarKke. The same thing. 

Mr. Botanp. You cannot affirmatively order them to maintain their 
shop in Springfield, Mass. ? 

Mr. Mircuenn. No. 

Mr. THomas. The first thing they would tell you to do would be to 
send a check along. 

Mr. Arpata. Yes. 

Mr. Mircuetn., He changed his setup. He let off 400 men in a new 
plant that had just been opened. 


PERSONNEL IN SAFETY SECTION OF BUREAU OF MOTOR CARRIERS 


Mr. Botanp. How many men are working in the Safety Section of 
the Bureau of Motor Carriers? 

Mr. Bhannine. Twenty-one in the field. 
; Mr. Botan. Where ir the justifications do you find that. informa- 
ion! 

Mr. Hamm. That is on page 107. 
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Mr. Botanp. How many employees do you have in the field ? 

Mr. Bianninea. Twenty-one. 

Mr. Bouanp. Does that cover the entire United States? What do 
they do? 

Mr. Arpara. Those people go to the maintenance shops of certifi- 
cated carriers. 

Mr. Bo.tanp. How many certificated carriers are there in the United 
States ? 

Mr. Arpara. Twenty thousand. 

Mr. Bianninc. Twenty-one men in the field go to 20,000 certifi. 
cated carriers all over the United States? 

Mr. Arpata. That is right. They go in to make sure they have an 
inspection program, that they have a maintenance program, that they 
know the regulations and do everything necessary to carry on a safety 
program. 

Mr. Bo.anp. It would take years for them to get back to the same 
terminal. 

Mr. Arpata. Some of these people do a pretty good job and the in- 
spectors do not go back there so often. 

Mr. Mrircne.u. We also use some of our supervisors and others in 
the field in this safety work. But we have nowhere near an adequate 
force to do the job as it should be done. 

Congressman Evins said something about the increasing number 
of complaints. We decided in 1954, 3,861 cases by report. I submit, 
Mr. Congressman, when you decide 3,861 cases you make a lot of 
enemies. Every one of those cases we decided disappointed someone. 
We are up with our hearings. We have made great progress in every 
branch of this Commission, and the only place I find we are behind 
is in the Motor Carriers Bureau. 

Mr. Evins. I applaud the Commission in its work. 

Mr. Mircuetyi. In 1946 this Commission received $8,700,000 and 
was able with that appropriation to employ 2,058 employees. In 1954, 
with an appropriation of $11,500,000 we were able to employ only 
1,870 employees, or a difference of 188. 

If you will go with me to the year 1948, you will find that we 
received $10,700,000 and we employed 2,248 employees, while this year 
with $11,500,000 we are only employing 1,870. Of course that is the 
story of inflation. ; 

Mr. Botanp. Did you say you require the maintenance of vehicles 
in the Bureau of Motor Carriers? Why does that not apply to rail- 
roads ? 

Mr. Arpata. We educate them into developing a maintenance pro- 
gram. 

Mr. Yates. Suppose they do not do it? 

Mr. Arpata. If a vehicle goes out with improper lights or improper 
safety devices we can prosecute. : 

Mr. Evins. You also have the power of revoking their franchises, 
do you not? 

Mr. Arpata. That is more complicated. 

Mr. Bouanp. There has been some publicity about cars running out 
of Boston where only one side of the car was inspected. , 

Mr. Taytor. You get complaints when the force is reduced. They 
will complain because they have been cutoff and the railroads require 
the train crews to make the inspections. 
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Mr. Botanp. You cannot force them into making a certain type of 
inspection 

Mr. Taytor. We tell them they have to make an inspection, but not 
what kind. 

Mr. MircHey. I do not think we have authority to force them to 
make an inspection, but we have authority to prevent them from using 
equipment if they try to take it out and it does not meet standards. 

Mr Puiurrs. Mr. Boland, I am not defending or saying 21 inspec- 
tors is adequate, but it is not quite the situation that was indicated 
here. Some of the difficulty in the past has been inside the Commis- 
sion, and that is past history. The intent of the Commission, as I 
understand it, is to have these people act as a sort of training group 
rather than going out and making inspections, to go out and see that 
they do it and know how to do it and continue to do it. That is the 
object of the Section of Safety. I am not saying 21 is enough, but 
you cannot get the answer by a statement which I think is on the 
record that it takes about 2 years for them to get around with the 
present force. I think there has been a marked improvement in that 
area. 


DerenseE TRANSPORT ACTIVITIES 


On page 1111 of last year’s testimony, Mr. Knudson, who was then 
in charge of supervising that work, said, regarding your appropria- 
tion for last year, when asked when the act expired, he said the act 
expired on June 30, 1955, which means that the actual Defense Trans- 
portation Adiminstration will die then. 

And he said, in response to another question on the appropriation— 
and I quote from this page : 

This appropriation, I hope, will wind up our affairs; I would like to preside 
atmy own funeral. That is honestly the way I feel about it. 

My question is, Does merely transferring the body to another estab- 
lishment mean the sign of a funeral? Why do you not wind this thing 
up and not ask for $135,000 ? 

Mr. Mrrcnexy. I think Commissioner Clarke should answer that. 

Mr. Crarke. There are two reasons for it. In the first place, half 
of the work, roughly speaking, of the Defense Transport Administra- 
tion, does not come through the Defense Production Act at all, the 
tax amortization work which is under the Internal Revenue Act, 
which does not expire. 

As to that part of our duties, which spring from the Defense Pro- 
duction Act, we believe that that act will probably be continued by 
Congress, at least, we have been instructed to plan on that basis. 

Mr. Puiniips. You mean on the assumption that a temporary agency 
never dies? 

Mr. Crarkr. On the assumption that the needs for the Defense 
Production Act will continue. 

Mr. Putiures. All right. Are we going to be asked for this money 
by ODM as well ? 
_Mr. Ciarke. Not for this work. The ODM is delegating this por- 
tion of their responsibility under the Defense Production Act to the 

ommission, They consider that our knowledge of transportation 
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better adapts us to handle it. The budget estimate was worked oy 
with ODM based on the amount of work they plan to delegate to us 


FACTORS CONSIDERED IN GRANTING OF LICENSE 


Mr. Puiures. I have only one more question, and it is rather for py 
own information, on a point to which Mr. Mitchell addressed himsel}. 

He seemel to suggest that you lay out a pattern and, because a geo- 
graphical pattern is pretty well covered by certificated carriers, this is 
the criterion for a decision as to whether or not you will permit addi- 
tional lines to be established. 

Out where Mr. Freas and I live, the population growth is a very 
serious factor. What part does population growth have in the for- 
mula you use, as opposed to geographical pattern? You say that a 
carrier down in Tennessee or somewhere wanted two additional places 
to stop. Now suppose the growth of the population would have been 
material, would that have made a difference? I think the answer 
would be yes, but do you have a formula in which that factor is taken 
into consideration ? 

Mr. Mrrcueti. We have no formula. We act under the law which 
provides for convenience and necessity. We have a hearing and they 
must prove that. 

And if they prove that there is a need for transportation, we grant 
it. We are required to follow the law, instead of just putting ina 
formula. 

Mr. Pures. Perhaps I misunderstand. The point is whether 
convenience and necessity are involved in the fact that there are so 
many more people, and probably another line could come in and sur- 
vive, or do you say that you have given the first line a certificate, and 
that it can buy more trucks and continue to carry out the service? Do 
you get my point? 

Mr. Mrrcnewu. Yes, I do; and I think it is the law that if the car- 
rier, or carriers, who serve that territory can serve it, then we could 
not put in an additional truckline. 

Mr. Puttures. Then you look on yourselves as a controlling factor, 
a regulating factor, and not a depressing factor on competition‘ 

Mr. Arpata. I think perhaps I should answer that question. The 
burden of proof is on the applicant to show that the existing service 
is inadequate. The law provides that the existing carriers can add to 
the number of vehicles if they want to. So that if we have just the 
normal growth and you have existing carriers, and today there |s 
a very little part of the country that is not being served, and when you 
have a shift in—— 

Mr. Puiurrs. Geographically. 

Mr. Arpata. Geographic—and when you have a shift in the plant 
from one place to another, or the establishment of another plant at 
a new location, you do have this problem, but most of these applica- 
tions that come in today for extensions and are by existing carriers 
and we very seldom have new carriers coming on for general com- 
modity authority because there are so many common carriers in the 
field already. 

Now, when they want to extend their base of operations on the 
claim, that the shipper prefers a single line service, then all of the 
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existing carriers naturally come in and protest and now that you have 
so many carriers, you have more protests than you would have had, 
let us say, 10, 12, or 15 years ago, so that these petitions are very vig- 
orously protested, and, therefore, it takes a long time. 

In addition to that, that where they have an extension, that involves 
a large geographical area, we have had to schedule hearings for the 
convenience of shippers and parties in various parts of the country, 
and in the locations that are most suited, and that requires time. 

These records run into quite a few pages of testimony, and they 
involve some very extensive exhibits. 

And when these people come in and complain about the slowness, 
as I said the other day, they would probably complain a lot more if 
they were not given a fair hearing, and they are the ones who usually 
come in with Saat exhibits, and briefs, and want more time to file 
briefs. 

But we still have the basic requirement, that they have to prove 
that the existing service is inadequate or that public convenience and 
necessity requires the service. 

Mr. THomas. Gentlemen, we thank you very much. 


AVERAGE NUMBER OF EMPLOYEES 


(The following information was submitted at the request of the 
committee for insertion in the record :) 


Average number of employees, Interstate Commerce Commission, 
fiscal years 1946-56 


1955 (estimate) 
1956 (estimate) 
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Turspay, Frsruary 15, 1955, 


SECURITIES AND EXCHANGE COMMISSION 
WITNESSES 


RALPH H. DEMMLER, CHAIRMAN 

PAUL R. ROWEN, COMMISSIONER 

CLARENCE H. ADAMS, COMMISSIONER 

J. SINCLAIR ARMSTRONG, COMMISSIONER 

EDWARD T. TAIT, EXECUTIVE ASSISTANT TO THE CHAIRMAN 

BYRON D. WOODSIDE, DIRECTOR, DIVISION OF CORPORATION 

ROBERT A. McDOWELL, DIRECTOR, DIVISION OF CORPORATE REG. 
ULATION 

HAROLD C. PATTERSON, DIRECTOR, DIVISION OF TRADING AND 
EXCHANGES 

CHARLES R. McCUTCHEON, ASSISTANT DIRECTOR, DIVISION oF 
TRADING AND EXCHANGES 

THOMAS G. MEEKER, ASSISTANT GENERAL COUNSEL 

WILLIAM E. BECKER, DIRECTOR OF PERSONNEL 

JAMES J. RIORDAN, BUDGET OFFICER 


SALARIES AND EXPENSES 


Amounts available for obligation 


[Balances for June 30, 1954, are as certified under sec. 1311, Public Law 663] 


Ss 


1954 actual | 1955 estimate | 1956 estimate 


Appropriation or estimate $4, 750, 000 $4, 997, 00 
Reimbursements from other accounts 34, 378 28, 000 : 


Total available for obligation 
Unobligated balance, estimated savings 


Obligations incurred 
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Obligations by activities 


Description 


Direct Obligations 


|, Administration of full disclosure provisions of the securities 


ISWS..----------0-------3-5 ser =------- wecnppenssanadns ean 
9 The prevention and suppression of fraud in securities trans- 


actions. 
Supervision and regulation of securities markets (stock ex- 
changes and over-the-counter markets) 
_ Regulations of public utility holding companies and invest- 
ment companies 
5, Assistance to courts in corporate reorganizations under 
chapter X of the Bankruptcy Act-.-........------.-.----- 
s. Preparation of operational and business statisties_--_------- | 
Executive and staff functions-------- ene hai ihbeal 
s, Administrative services 


$1, 113, 514 $1, 133, 416 
1, 667, 696 
270, 432 


403, 753 


1, 746, 334 
280, 454 
426, 328 


218, 585 | 
172, 467 
590, 981 | 
439,751 | 
| 4, 750, 000 


156, 700 
126, 163 
553, 325 
438, 515 


Total direct obligations , 988, 414 


| 
Obligations Payable Out of Reimbursements from Other Accounts | 
| | 


7, 500 | 


1, Administration of full disclosure provisions of the securities 
WE dctetan nando etld= Sanale Wisk ethan pad cpt es 
). The prevention and suppression of fraud in securities trans- 
I i ah a nea cate rh inion last sail oat ieee J 
3. Supervision and regulation of securities markets (stock ex- 
changes and over-the-counter markets) 5 . 
. Regulation of public utility holding companies and invest- | 
ment companies..........--.-------------~-------+------- 
;. Preparation of operational and business statistics--....-.---| 
7. Executive and staff functions 
Administrative services 


5, 000 
6, 000 
3,000 | 


500 | 


1954 actual | 1955 estimate 1956 estimate 


$1, 150, 577 
1, 809, 612 
292, 752 
447, 778 


160, 133 
159, 763 
537, 870 
438, 515 
000 


4, 997, 


6,000 | 


Total obligations payable out of reimbursements from | 


gtlids MACNN ee SLA wcochs teks 34, 378 | 28, 000 


“5, 022, 792 


Obligations incurred 4, 778, 000 





Obligations by objects 


Object classification 





Summary of Personal Services 


Total number of permanent positions- ---....--..------------ 
Average number of all employees , 
Number of employees at end of year 


5, 025, 000 


} 
1954 actual 1955 estimate | 1956 estimate 








Average salaries and grades: 

General schedule grades: 
Average salary 
Average grade 


$6, 266 
GS-8. 9 








Personal service obligations: 
Permanent positions 
Regular pay in excess of 52-week base 
Payment above basic rates 


$4, 689, 601 
17, 193 
1, 450 


$4, 401, 170 
17, 000 
1, 500 


Total personal service obligations 4, 708, 244 


$4, 555, 710 
17, 455 
1, 500 


4, 574, 665 





4, 419, 670 


Direct Obligations 


4, 673, 866 | 
88, 670 

2, 184 
102, 001 
12, 090 
31, 338 
17, 311 
54, 953 
3, 072 
2, 929 


4,988, 414 | 


Dersclil OU OIGON S55 83h). 3s etde nnwes+o~seettheseu 
Travel__ 
Transportation of things 
Communication services_....-.---- ar: ae Spends cece dele dehcai des 
> Rents and utility services 
Printing and reproduction 
' Other contractual services 
Supplies and materials 
Equipment 
) Taxes and assessments 


125, 000 
5, 000 
101, 550 
12, 400 
23, 900 
29, 
54, & 
, 000 
, 000 


, 000 





3 
3 


Total direct obligations 4,7 


Obligations Payable Out of Reimbursements From Other 
Accounts 


34, 378 


’ 





4, 391, 670 | 


| 





980 
500 


5,022,792 | 4,778,000 | 


4, 546, 665 
138, 360 

2, 500 

101, 550 
12, 400 
103, 900 


28, 000 
5, 025, 000 
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Analysis of expenditures 
[Balances for June 30, 1954, are as certified under sec. 1311, Public Law 663] 


19547actual | 1955 estimate | 1956 estima. 


I | $$ $j 


Obligated balance brought forward $185, 671 $201, 967 
Obligations incurred during the year : 5, 022, 792 4, 778, 000 


5, 208, 463 
Reimbursements —34, 378 
Obligated balance carried to certified claims account —7, 720 
Obligated balance carried forward — 201, 967 


Total expenditures_..........-.-- cb chn cs decedadngs epplahdaaie ented 4, 964, 398 


Expenditures are distributed as follows:] | 
Out of current authorizations 4, 792, 193 4, 562, 956 
Out of prior authorizations : . 205 177, 167 | 


Mr. Tuomas. Gentlemen, the committee will please come to order, 

We have with us this morning the Securities and Exchange Con. 
mission. 

We are delighted to have our distinguished and able Chairman of 
the Commission, Mr. Demmler; Commissioner Rowen, Commissioner 
Adams, Commissioner Armstrong, Mr. Tait, executive assistant to the 
Chairman; Mr. Woodside, Director, Division of Corporation; M. 
McDowell, Director, Division of Corporate Regulation ; Mr. Patterson, 
Director, Division of Tr ading and Exchanges, Mr. McCutcheon, as- 
sistant director, Division of Trading and Exchanges; Mr. Meeker, 
Assistant General Counsel; Mr. Becker, Director of Personnel, and 
Mr. Riordan, budget officer. 

Mr. Chairman, if either you or your associates have a general state 
ment, we would be glad to listen to you as long as you want to talk. 


GENERAL STATEMENT 


Mr. Demnter. Mr. Chairman, and members of the commitee. You 
have introduced the various people from the Commission who ae 
here. Since Mr. Goodwin is absent because he was called away w- 
expectedly, his administrative assistant, Mr. James Phalen is here. 

Mr. Tuomas. We are glad to have you with us. 


PAMPHLET ON ACTIVITIES OF COMMISSION 


Mr. Demmter. Before I start my formal statement I thought per: 
haps you gentlemen might be interested in adding to your library 4 
small ‘pamphlet on the work of the Securities and Exe hange Commis 
sion. This pamphlet contains a kind of Jayman’s summary of tle 
jurisdiction of the Commission and the activities and methods 0 
operation. It may help you in answering questions of constituents 
It is a work which has been published and republished from time 
time by the Commission and has been found quite useful. 

Mr. Tuomas. We are delighted to have it. 

Mr. Demoter. I might mention, incidentally, that the pamphlet 
and certain others, which you might call relatively popular bulletins 
of the Commission, have been disseminated or made available 1 
various offices of the Small Business Administration, and what you 
might call the small business desks of various regional offices of the 
Department of Commerce, so as to make av ailable information o™ 
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ublic finale small business people who might possibly be inter- 
ested in that subject. 
STATUTORY AUTHORITY 


The Securities and Exchange Commission administers seven 
statutes : 

The Securities Act of 1933; the Securities Exchange Act of 1934; 
the Public Utility Holding Company Act of 1935; the Trust Inden- 
ture Act of 1939; the Investment Company Act of 1940; the Invest- 
ment Advisers Act of 1940; and it performs certain duties under 
chapter X, the corporate reorganization section, of the Bankruptcy 
Act 

The general purposes of these statutes are explained briefly on pages 
1,2, and 3 of our justifications. 

The recommended appropriation for the Securities and Exchange 
Commission for the 1956 fiscal year is $4,997,000. This is $247,000 
more than the appropriation for the current fiscal year. It is $3,000 
less than our appropriation for fiscal year 1954. 


NUMBER OF POSITIONS 


The Commission’s employment and number of positions carried for 
fiscal 1954, 1955 and 1956 are as follows: 

In 1954, employment, beginning of fiscal year, 772; average em- 
ployment, 746; number of positions, 756. 

In 1955, employment beginning of fiscal year, 699; average em- 
ployment, 695; and number of positions, 711. 

In 1956, employment, beginning of fiscal year, 690; average em- 
ployment, 730; number of positions, 749. 

Employment as of January 31, 1955, was 692. 

The additional funds requested will provide for the establishment 
of 40 new positions, of which 26 are in the regional offices and 14 are 
in the central office; and the elimination of 2 positions in the Execu- 
tive offices. The net cost is $154,995. It will allow an increase of 
$13,360 for travel; and it will provide $80,000 for the printing of 8 
volumes of the Commission’s decisions, to make them available to the 
bar, the courts and others who need them. 

An outline of the Commission’s organization is given in the table 
ippearing as page 4 of the justifications. The table shows the man- 
power used and the money expended in fiscal 1954 for each division 
of the central office and for each regional office; the 1955 personnel 
and allotments, the changes proposed for 1956; and the totals for 1956. 

We have submitted written justifications to the committee, in which 
we have shown in detail the additional positions and other items which 
we are requesting. While I do not intend to repeat the information 
furnished in the justifications, I should like to offer a few. comments. 
It might be helpful in following my remarks if you turn to page 4 
of the justifications. 


TRANSFER OF PERSONNEL AND FUNCTIONS TO REGIONAL OFFICES 


The largest amount of increase requested is $127,890 for 26 new 
positions in the regional offices. 


58616—55—pt. 1——32 
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Last year when I was here, I stated that the Commission was study. 
ing the functioning of the regional offices. This study has resulted }y 
some simplification of procedures; the transfer of some functions an¢ 
personnel from the central office to the regional offices ; changes in thy 
geographic areas of two regions, and a few reductions in per rsonnel, 

In adjusting the size of ‘the staff during the current fiscal year to 
absorb the appropriation reduction of $250,000 under the prior year 
appropriation, we were guided by the conferees’ report on the inde. 
pendent offices appropriation bill for 1955. This report stated that 
the $50,000 increase, recommended by the conferees above the amount 
proposed by the House of Representatives, was to be used exclusively 
for increasing the staff outside of Washington, D. C. 

We have transferred 10 employees from the central office to the 
regional office since July 1. Also some functions were transferred to 
the regions. 

Forms X-17A-5, financial reports of broker-dealer firms, filed by 

registrants in the Boston and New York regions, were formerly ex. 
amined in W: ashington. This function was transferred to the Boston 
and New York regional offices on April 1, 1954. 

The surveillance of trading in securities on stock exchanges and the 
over-the-counter markets, to detect indications of manipulation or 
other prohibited practices, was transferred from the central office to 
the New York regional office at the beginning of the current fiscal year, 
The central office retains supervisory control of the work. 

We recently transferred jurisdiction over the State of Pennsylvania 
from the New York regional office to the Washington, D. C., regional 
office (which is separate from the headquarters office). We believe 
that the Washington office will be able to cover Pennsylvania more 
effectively and at less cost. 

The staff of the New York office assigned to administer certain 
functions under chapter X of the Bankruptcy Act was reduced from 
12 to 7 professional employees. One qualified employee was trans- 
ferred to enforcement work in the same region. 

Reports to close investigations were condensed to save the time of 
the field staff which prepares them and the staff of the central office 
which reviews them. 

Responsibility for the administrative processing of regulation A 
filings, the small public issues of less than $300,000, which are exempt 
from the registration requirements of the Securities Act, was trans- 
ferred from the central office to all regional offices, except. Denver. 
I will explain that later. 


URANIUM STOCK ISSUES 


A substantial increase in the number of uranium stock issues offered 
for sale to the public under our regulation A occurred in the Denver 
region in June 1954, and has continued at a high level since then. 
We have permanently transferred three employees from the central 
office to Denver to handle this increased volume of work. We de 

tailed, on a temporary basis, a few employees from other regions. 
The increase in uranium issues, incidentally, is also occurring in other 
regions. 
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DISTRIBUTION NEW POSITIONS IN REGIONAL OFFICES 


We believe that the addition of the new 26 positions for the regional 
offices is essential. You will note from the summary on page 72 of 
the justifications that the new positions are: 5 securities investigators, 
of which 3 are to be assigned to Chicago and 2 to Denver; 2 regulation 
A examiners, that is, the men who review the offerings literature, 
1 for New York and 1 for Denver; 9 broker-dealer inspectors, to be 
distributed among all regions except Washington and San Francisco; 
and 10 clerks. 

In the Chicago region they are forced to use broker-dealer inspectors 
to make securities investigations because of the shortage of accountant 
investigators. At present there are 4 accountant investigators in the 
entire Chicago region. We need 3 more to perform adequately the 
investigations which should be conducted in that region. 

We have opened a branch office in Salt Like City, Utah, because 
of the activity there in uranium stocks, and have assigned an investi- 
gator and a clerk to that office. One of the two additional investigators 
sought for the Denver region would be assigned to the Salt Lake 
City branch office. 

Over two-thirds of the regulation A filings in Denver cover mining 
ventures. Occasionally the processing of a Hing indicates the neces- 
sity of a physical inspection of property. The offering circulars 
should be analyzed by a qualified mining engineer. The second in- 
vestigator for Denver should be a mining engineer. We need his 
services on a full-time basis. Occasionally we have had a mining 
engineer from one of the other regions help the Denver office in this 
work, 


INSPECTION OF BROKER-DEALER FIRMS 


There are 4,206 broker-dealer firms now registered with the Com- 
mission. In fiscal 1954 a total of 788 inspections were made; in the 
current fiscal year we expect to make approximately 800 inspections; 
and in fiscal 1956, with the 9 additional inspectors requested, we 
should make 1,200 inspections, thus making possible an average of 
1 inspection every 3 years. Even this rate would not be fully satis- 
factory. There is a public impression that, under the Commission’s 
authority to inspect books and records, brokers and dealers are ex- 
amined with much the same frequency as banks. This is not the case 
and the Congress and the public should realize it. There could be 
serious loss to the public in case falling markets or other factors pro- 
duced a wave of insolvencies. A financial report is now required on 
original registrations of brokers or dealers. 

Mr. Yates. Is it likely that these insolvencies you are talking 
about will occur soon ? 

Mr. Demmuer. I would say that it would depend entirely on eco- 
homics and the status of the market. 

ae Yates. I was wondering why you brought it out at this partic- 
war time. 

Mr. Demmter. I brought it out because it is something which I 
think must always be kept in mind by Congress. I think I have made 
the same statement in time past, and I am quite sure that one of my 
predecessors on the Commission, Commissioner McEntire made the 
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same statement to the House Interstate and Foreign Commerce (‘yp, 
mittee in the early part of 1953. I believe that the lack of complet. 
ness of coverage was called to the attention of the House Interstgi, 
and Foreign Commerce Committee, or rather to a subcommittee of 
that committee, in 1951 and 1952. I think it is just the fact that th 
Congress should be reminded from time to time, and that the publi 
should be aware of it, because there is this misimpression with respe 
to broker-dealer inspections, and a feeling that they are examine 
as often as banks are. I believe it is a fact that should be help up ty 
the oct There is no significance in the timing of my mentioning 
it today. 

Mr. Rowen just pointed out the fact that, to the extent brokers an 
dealers are themselves in the market, market. movements directly 
affect them. 

I might mention some of the things which have been undertake 
in trying to ameliorate or mitigate the effect of our insufficient cover. 
age of brokers and dealers. 

A financial report is now required on original registration of brok- 
ers or dealers. I am not going to claim any credit for that. That 
requirement happened to have been adopted, I think, the day befor 
IT came on the Commission. I was a guest of the Commission and] 
heard it happen. I might mention some other things which hare 
happened in the last year and a half. 

A manual for guidance in the inspections of broker-dealers ha 
been formulated. Information is received as to which brokers ani 
dealers are inspected by other agencies such as State authorities, stock 
exchanges, and the National Association of Securities Dealers. ll 
of this is an attempt to mitigate the adverse effect of the Commission’ 
budgetary inability to conduct an adequate program of examining 
brokers and dealers. 

I have pointed out that it is our hope to make 800 inspections 
this year out of 4,206 registered brokers and dealers. Mr. Patterson, 
the director of the Division of Trading and Exchanges, told me this 
morning that if you add our inspections to the thousand inspections, 
plus or minus, of the National Association of Security Dealers, 
and to the inspections conducted by the three largest stock exchanges, 
New York, American, and the Midwest, that you get a total of some 
2,800 inspections. Of course, there is some overlapping, although 
by our cooperative program of telling the other inspecting agencies 
whom we have inspected, there is some patterns to guide us in avoid: 
ing overinspection of some and under-inspection of others. 

Ninety-one new broker-dealer firms were registered in calendar 
1954 in the Denver region. Many of them have had little or no es- 
perience in this business. We have conducted 33 so-called “quickie 
inspections to aid these newly registered broker-dealers in complying 
with our statutes. We expect this volume of new registrations (0 
continue. The broker-dealer inspection program is a basic sour 
of information for detecting violations, and it has a prophylact 
value, based on the “cop-on-the-beat” theory. 

We also have found that there is an acute shortage of clerical help 
in most of the regions. We have requested funds to employ 10 mor 
clerical workers in 1956. Our higher paid employees would produ 
more work if they had more low-cost clerical help. 
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INCREASES IN THE CENTRAL OFFICE 


In the Division of Corporate Regulation we propose to drop in 
fscal 1956 one administrative assistant; and 3 attorney postions 
xause of the completion of the bulk of section 11 work, and by 

tion 11, I mean the integration proceedings under the Public 
tility Holding Company Act. 

However, 2 positions, 1 attorney and | analyst, are needed to make 
1 examination of public utility service companies under section 13 
f the Publie Utility Holding Company Act. A recent examination 
f reports filed by service companies indicates the desirability of 
nereased attention to this responsibility. We have not had, nor do 
now have, the men needed for that work. This has been disclosed 
othe Congress in budget justifications for several years. 

Two positions are needed to conduct the studies of investment com- 
janies authorized by section 14 (b) of the Investment Company Act. 
he increase in the size of these companies indicates the advisability 

such studies. 

The total assets of open-end and closed-end management investment 
ompanies have increased from $1.6 billion on June 30, 1941, to $8.5 
billion on June 30, 1954. Section 14 (b) authorizes the Commission 
omake a study and investigation of these companies when it deems 
hat any substantial increase in the size of investment companies 
reates problems involving protection of investors or the sabe in- 


erest. We are to report the results of the studies and investigations 
o Congress, with our recommendations. ‘This study has never been 


ndertaken, and the Congress has been so advised for several years in 
he Commission’s budget submission. ‘Taking into consideration the 
growing significance of investment companies as holders of equity 
ecurities traded in the market, we consider that the Congress should 

sume the responsibility for any further postponement of such a 
tudy of investment companies. 

There are two functions under the Public Utility Holding Company 

\ct for which no substantial funds are included in the 1956 estimate 
ind which, therefore, will be practically dormant in the next fiscal 
ear. They concern (1) the enforcement of the requirement that a 
uniform system of accounts be maintained for registered holding com- 
panies and subsidiaries thereof, which are not public utility companies 
and are not subject to the accounting requirements of the Federal 
Power Commission or a State Commission; and (2) studies authorized 
ind directed by section 30 of the Holding Company Act. This is 
shown on page 31 of the justifications. 
_ We are requesting 14 additional positions for the Division of Trad- 
ing and Exchanges. I should mention that this Division was re- 
organized last July. The former 4 branches were consolidated into 
2 branches and 11 positions were abolished including 2 assistant di- 
rectors. None of the additional positions requested for 1956 will re- 
create any of the positions abolished. Five of the 14 new positions 
requested, including 1 attorney and 4 clerk-stenographers, are for 
the Branch of Enforcement. This branch supervises and coordinates 
the investigation and inspection activities of the regional offices, and 
'sresponsible for the registration of broker-dealer firms. 

rhe additional attorney is needed in the section of Enforcement 
‘0 review reports of investigations submitted by regional offices, and 
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generally to assist in handling the legal work of the Branch. Two 
additional clerk-stenographers are needed. In 1956, we propose to 
maintain in the section of Enforcement about 1 clerk-stenographer 
for each 2 attorneys. 

The section of broker-dealer and investment adviser registration 
processes applications for registration and supplemental reports, re- 
views broker-dealer inspection reports and performs various related 
activities which are explained on pages 38, 39, and 40 of the justifica- 
tions. The section handles a large volume of work which should be 
completed promptly. The services of 2 additional clerk-stenogra- 
phers are needed in this section. 


NEED FOR STATISTICAL INFORMATION 


The remaining nine additional positions for the Trading and Ex- 
changes Division are for statistical work. The statistics compiled by 
the Commission are divided into two classes: those compiled for use 
in administering the Commission’s statutes and those compiled under 
the direction of the Office of Statistical Standards of the Bureau of 
the Budget as a part of the Government’s overall statistical program. 

We are requesting one additional position for our own use, that is, 
to prepare reports on the cost of flotation, as outlined on page 49 of 
the justifications. 

And I might interpolate that one of the points about which the 
Commission is asked very frequently, in considering full registration 
or exemption of offering, is information relating to how much it costs 
to issue securities, whether exempt or for full registration, and all the 
other elements of that cost, compared with the amount realized. 

Information on that subject has not been adequate to enable us to 
be fully responsive to the requests for information that we have re- 
ceived, and hence we are asking for one additional statistician posi- 
tion to work on the cost of flotation. 

These reports should be completed in fiscal 1956 and the services 
of the statistician will not be needed after 1956. 

A request is also made for 8, that is, 8 of the 9 additional positions, 
to expand the series of reports we prepare as a part of the Govern- 
ment’s statistical program. 

In the summer of 1954 the congressional Subcommittee on Economic 
Statistics submitted a progress report to the Joint Committee on the 
Economic Report. The report brought out that intelligent economic 
judgments can only be made on the basis of adequate factual informa- 
tion. It was recognized that not only do the various governmental 
bodies need such data but that private enterprise rightly looks to 
Government for such facts. 

In line with the recommendation made by the Subcommittee on 
Economic Statistics, the administration’s budget for fiscal 1956 con- 
tains a section on Federal Economic Statistical Programs covering 
all the statistical programs conducted by the Government. This 
section indicates that an additional $4.8 million is being requested in 
the fiscal year 1956 for the improvement and extension of current 
governmental statistical programs. Of this total increase $33,050 1s 
being requested for the Securities and Exchange Commission for the 
purpose of improving and expanding its statistical contributions 
along the lines indicated by the subcommittee. 
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I have been informed that in the hearings on economic statistics 
held by the Subcommittee on the Economic Statistics in July 1954, 
Dr. Arthur F. Burns, chairman, Council of Economic Advisers, indi- 
cated that there was need for preparing data on manufacturing 
profits more promptly and filling the gaps in other industries such as 
trade and mining corporations. The statistical studies covering this 
subject are conducted jointly by the Securities and Exchange Com- 
mission and the Federal Trade Commission. In addition, he re- 
marked that there was need for improved seasonally adjusted series. 
The Commission, for instance, has been asked to provide a seasonal 
adjustment for its savings study, one of the significant series of statis- 
tics which has been prepared historically by the Commission. 

Others testifying yah the subcommittee brought out the need 
for current accurate information or corporate pension funds and for 
a study of the factors making for changes in business plans. 

I might say that the subject of pension funds is another subject on 
which we receive inquiries and on which I think we have justifiably an 
interest ; namely, more information about corporate pension funds 


PRINTING OF DECISIONS OF THE COMMISSION 


There is $80,000 included in the budget estimate for the printing of 
8 volumes of the Commission’s decisions. The last printed volume 
covers the decisions rendered by the Commission to December 31, 1948. 
On next July 1, there will be a backlog of 8 volumes to print, cover- 
ing decisions rendered between January 1, 1949, to June 30,1955. For 
those having business with the Commission and for their counsel, the 
decisions of the Commission must be consulted in the same manner 
as the reported decisions of the courts. We believe that the printing 
of these decisions is in the public interest. 

And I might say parenthetically that unprinted decisions and re- 
ports which are 6 years old are not very helpful. 


INCREASE IN TRAVEL 


We are requesting an increase of $13,360 for travel in fiscal 1956, 
principally for the travel of the additional broker-dealer inspectors 
und securities investigators requested for 1956. 

[ have not mentioned the work of the division or offices for which 

ho Increases or decreases are involved for 1956. Their activities ap- 
pear to be adequately covered in the justifications. 
There are 2 other matters which I would like to mention, Mr. 
Chairman; 1 has to do with the activities of the Commission under 
chapter X of the Bankruptcy Act. Chapter X has to do, as you 
know, with the reorganization of corporations in financial difficulties, 
but which can presumably be reorganized. 


CORPORATE REORGANIZATION ACTIVITIES 


The Commission has certain mandatory and certain discretionary 
duties with respect. to intervening in such proceedings. After the 
Commission has intervened, it can act as one of the parties, although 
i'may not appeal. How much we could do, or how little we do is, 
in considerable measure, discretionary. I did mention the fact that 
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we had cut our staff on corporate reorganization work in the New 
York regional office. We felt that we ought to take a look to see 
how helpful we are to the courts in reorganization matters. We 
raised the matter with the Chief Justice and he asked us to talk with 
the Judicial Conference, composed of himself and the senior circuit 
court judges. We submitted to that conference a proposed detailed 
questionnaire designed to elicit the expressions of the court, not in 
general terms, but in terms of specific activities: Should the Com. 
mission do that; or should the Commission do this; or should we 
refrain from doing certain things. 

In other words, we wanted to make a realistic appraisal of our 
work in the light of how much good we are doing the courts in this 
particular activity. 

I am telling you that merely as illustrative of the fact that we are 
trying to see that our activities in this field are limited to those which 
are in fact helpful to the courts. 

Now, the other matter which I wanted to mention, merely by way 
of stating a position for the record, is that we have submitted our 
budget in terms of the people we need to do the job; at least, to do the 
job as well as it has been done, and maybe a little better. We have 
not thought so much in terms of whether this figure, dollarwise, or 
that figure dollarwise would be right. We did not take into con- 
sideration the effect of the enactment of the pending general pay 
increase legislation. 

Mr. THomas. Does that complete your general statement? 

Mr. Demmier. Yes; Mr. Chairman. 


Summary or Bupcer Request 


Mr. Tuomas. That is a very nice statement and very helpful. Let 
me see if I can summarize your budget. 

You have covered it pretty carefully. 

You are asking for the fiscal year 1956, $4,497,000, which is an in- 
crease of $247,000 over the appropriation for the fiscal year 195). 
That is largely made up of an increase of 35 personnel over last year. 
This year you are asking for 730 positions against 695 last year. That 
35 increase is as follows: You seek to have in the District of Columbia, 
your headquarters, 461 against 449 in 1955, which is an increase of 12: 
and the remainder of the increase is absorbed in your regional offices— 
New York has about one-third of the total increase—Boston, Atlanta, 
Cleveland, Chicago, Fort Worth, Denver, San Francisco, Seattle, and 
Washington. For the fiscal year 1956, in the field offices, you want 
288 as against 262 for the fiscal year 1955, an increase of 26. 


PRINTING OF COMMISSION’S DECISIONS 


Of your increase in dollars, namely $247,000 for 1956 over 1959, 
$127,890 is for the regional offices, carrying an increase of some 26 jobs; 
an increase of $13,360 for travel, and a slight increase in the other 
objects of expense. $80,000 is for the printing of 5 years of the Com- 
mission’s reports, and I agree with you, Mr. Chairman, that water 
that flows over the dam for 5 years is pretty hard to recapture. Do 
you not think it would be better to start in on a current basis with 
this year, at a cost of $10,000, rather than the $80,000 covering the part 
5 years. 
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PRINTING OF COMMISSION’S DECISIONS 


Mr. Demmuer. If you ask me that question, Mr. Thomas, I would 
think that suggestion, superficially, appears to be basically unsound, 
because many of the Commission’s decisions in the last 5 years are 
decisions having to do with the reorganization, or rather, integration, 
under section 11 of the Public Utility Holding Act. Many such pro- 
ceedings have been completed in the past 5 years. They are, with re- 
spect to those systems, what you might call a part of the basic 
economic literature of the country, and I think would leave a serious 
gap in the sequence. 

Moreover, there have been other important decisions relating to the 
act; there have been important decisions with respect to various prac- 
tices which have occurred during that period. I think that it would 
result in the type of gap which would create, which would represent, 
an act of false economy. 

Mr. Tuomas. Have you noticed any upheavals in our economy 
during the last 5 years by not having printed those decisions ? 

Mr. Demmuer. No, sir; I doubt whether there would be 

Mr. Tuomas. I believe if you will refer to your orivinal statement, 
you doubted the value of the printing of them at this time. 

Mr. Demmuer. No; I think not. We have tried to print them for 
1 year at a time—working forward, and I doubt whether anything 
catastrophic would happen if a series of decisions of any particular 
court happened not to be printed. 

But one of the things that the Hoover Commission, in its first report, 
mentioned about the Securities and Exchange Commission is—and 
otherwise it gave us a pretty clean bill of health—the insufficient public 
notice and knowledge of what the principles and policies of the Com- 
mission are; that too many of them are embodied in letters and un- 
published judgments regarding individual cases. 

Now, the omission to publish the definitive decisions of the Com- 
mission on contested cases is simply aggravating the particular com- 
plaint. I can say from personal experience that there is far too little 
public knowledge on the part of the people who have to advise clients 
and customers on what the SEC principles are; and while the printing 
of the decisions is not going to be a cure-all type of pill, the fact of the 
matter is that the information should be published and be made avail- 
able in the public interest. 


SUMMARY OF BUDGET ESTIMATE BY ACTIVITIES 


Mr. Tuomas. Mr. an at this point in the record, will you 


insert page 4 of the justifications? 
(The statement referred to follows :) 
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SUMMARY OF OBLIGATIONS 


Mr. Tuomas. Also insert the table on page 73. 
(The table referred to follows :) 


OTHER OBLIGATIONS 


It is estimated that $450,335 will be required in fiscal 1956 for costs other thay 
salaries. The fiscal 1954 expenditures for each item, the 1955 allotments, and thp 
estimated costs for 1956 are shown in the table which follows : 


Summarization of “other obligations” 


Sym- Expendi- Estimated Estimated 
bol Classification | tures for obligations requirements 
No. } 1954 for 1955 for 1956 


a 


02 i Niele sai nihnincn ive wmbecia enamel $88, 670 $125, 000 $138, 960 
03 Transportation of things. .................--.----.-- 2, 184 5, 2 5) 
04 | Communication services 102, 001 101, 550 101, 550 
05 Rents 12, 090 12, 400 12,400 
06 | Printing and reproduction - ‘ 31, 338 23, 900 103, 
07 | Other contractual services........-..-.------------- 17, 311 29, 980 31, 15 
08 | Supplies and materials 54, 953 54, 500 54, 500 
09 | Equipment 3, 072 3, 000 | 3,00 
BE | Hee III ccna cu ncchabocuencdkencns 2, 929 3, 000 3,000 





314, 548 | 358, 330 


TRAVEL EXPENSE 


Mr. Tuomas. Also, insert the justification of the travel item on 
page 74. 
(The justification is as follows :) 


TRAVEL EXPENSES 


The amount of $138,360 is requested for travel expenses for fiscal 1956, which 
is $13,360 more than the limitation of $125,000 in the 1955 Appropriation Act. 

Funds are requested in this estimate to add five securities investigators and 
9 broker-dealer inspectors to regional offices. It is estimated that an additional 
$10,000 will be required to cover the travel expenses of these 14 new positions, 
which will average $715 per position. An additional $3,360 is requested for the 
travel expenses incurred in making the examinations and investigations 0! 
service companies required by Section 13 of the Public Utility Holding Company 
Act. 


Expended, Allotment, | Estimated, 
1955 195 


Item 


Transportation of persons... Bi $44, 000 $48, 
Subsistence expenses_- ethno a 41, 043 63, 000 72, 36 
Incidental] travel expenses---- ps , 6, 393 9, 000 9, 000 
Mileage, use of privately owned automobiles-- Lowe! 8, 939 8, 400 | 8, OW 
Transportation dependents. - 125 600 mm 


Total : hd 125, 000 138, 360 


COMMUNICATION SERVICES 


Mr. Tomas. Also insert the table on page 75, at the bottom of the 
page, under Communication Services. 
(The table referred to follows :) 
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COMMUNICATION SERVICES 


The sum of $101,550 is requested for communication services for fiscal 1956. 
This includes (a) telegraph service (b) local and long distance telephone service, 
(c) the purchase of postage stamps, (d) ticker and teletypewriter services, and 
ie) penalty mail. An itemization by fiscal years follows: 


Expended Estimated Estimatad 


obligations | requirements 
fiscal 1954 1955 1956 





ee TE EEn EID EInEEnEInn I nIEnE SEIS NSIS DISSES SORES EER 


Telegraph service $725 

Local telephone service - - - - - - -wenecasconsennsesnsnasese= ----} 54, 976 | 
Long distance telephone service 16, 547 | 
Postage stamps, ete nha 4, 315 | 
Ticker service ao 5, 370 | 
Teletypewriter service . 2, 145 | 
Penalty mail 17, 923 | 


102, 001 | 








Mr. THomas. Does the regional offices, plus your office in Wash- 
ington, run that bill up as high as it is? 

Mr. Demmter. That is right. 

Mr. Tuomas. The Washington office incurs practically half of it 
against how many regional offices? 

Mr. DemmLeR. We have 9 regional offices and 4 branch offices. 

Mr. Tuomas. Thirteen altogether ? 

Mr. DemmMuer. Yes. 

Of course you understand that the calls to registrants which we 
make, are on a collect basis. 


PRINTING AND REPRODUCTION 


Mr. Tuomas. We will also insert the printing and reproduction 
table on page 79. 
(The table referred to follows :) 


PRINTING AND REPRODUCTION 


In the 1954 fiscal year $31,338 was spent for printing; the 1955 allotment is 
$23,900; and the estimate for 1956 is $103,900. The following table shows the 
costs for fiscal 1954, the 1955 allotments and the estimated cost for 1956 for the 
several items of printing. 


Printing costs—Fiscal 1954, 1955, and 1956 


| Allotments Estimate 


Cost 1954 1955 1956 





> Copies of public bills, documents, ete $677 $700 
2. Technical forms and books of instructions pertaining to 
their use, rules and regulations of the Commission, 
reprints of rules, acts, ete 3, 447 | : 3, 7 
3. Administrative forms, letterheads, envelopes, standard 
forms, printed supplies, etc..........--------------------- 2, 563 , 2, 600 
4 The Commission’s annual report to Congress.-.---_- oa 2, 6 2, 700 
5. Legal briefs, transcript of record, reports on reorganization 
plans, ete. (for use in courts) b , 6, 800 
6. Binding : p 2, 2, 000 
'. Photo duplications and reproductions 3, 3, 3, 200 
, Official summary of security transactions and holdings and 
Statistical bulletins (published monthly) , 2, 200 
tcisions and reports of the Commission BEd 10, 000 | ---- 80, 000 


103, 000 
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Mr. Tuomas. This item has an increase from $23,900 to $103,009 
That increase is brought about by the printing of the reports we dis. 
cussed a while ago; is that correct ? 

Mr. Rrorpan. That is the entire increase. 

Mr. Tuomas. I believe you stated in your justifications, in two oy 
three different places, that after all, your main workload is in the 
three divisions: Corporate Finance Division, Division of Corporate 
Regulations, and Division of Trading and Exchange, which has po} 
materially changed in the last fiscal year. 

Let us take a look at some of your big divisions right quick. 


Division or CoRPORATION FINANCE 


At this point, we will insert page 16 of the justifications in the 
record. 
(The statement referred to follows :) 


Division of corporation fAnance 








Fis ¥ 955 . I (Dee PASE 
| iscal 1955 | I iscal 1956 1956 over 1955 
Positions 


| | 


Number Salaries Number Salaries Number Salaries 








Director. ---- ea ; $12, 600 $12, 600 |__-- 
Assistant directors- Sikelndca 42, 510 42, 510 
Chief of section - - soap Sasaceilaadlidkar 107, 495 ; 107, 495 |...... 
sn on tkestnsncdancuennan 149, 520 149, 520 
Examiners ‘ ; 508, 045 
Engineers... -- ate é 5 3 Bi; Ge Vth ncn 
Stenographers and clerical. ...-.-.---- d 151, 800 


Eg oe eek even nat 147 $999, 650 147 | $999, 650 





FUNCTIONS 


The Division of Corporation Finance is responsible for the examination and 
processing of: (1) registration statements, offering circulars required by regul- 
tion A, and other documents filed under the Securities Act of 1933 in connection 
with the public sale of securities; (2) indentures for debt securities and state- 
ments of eligibility of trustees filed under the Trust Indenture Act of 1939; (3) 
applications for registration of securities for listing on national securities ex- 
changes under the Securities Exchange Act of 1934, and annual and other peri- 
odie reports filed under such act to keep the registered information up to date; 
(4) the administration of the disclosure and reporting requirements under the 
Investment Company Act of 1940; (5) proxy soliciting material and (6) offer- 
ings under regulation D, governing the offerings of Canadian securities in the 
United States exempt from full registration under the Securities Act of 1933. 


Mr. Tuomas. In the Division of Corporate Finance, there is a total 
of 147 positions. How many of those positions are in the District of 
Columbia and how many are in the field? 

Mr. Rrorpan. They are all in the District of Columbia. 

Mr. Tuomas. How many of the 147 are engaged in statistical publi- 
cations, if any ? 

Mr. Demnter. None. 


QUARTERLY FINANCIAL REPORTS 


Mr. Tuomas. How many statistical publications do you intend t 
publish in the fiscal years 1955 and 1956, and the number of jobs allo- 
cated to each one of them # 





| and 
gula- 
ction 
state- 
* (3) 
§ eX 
peri- 
late; 
r the 
offer: 
n the 
3. 

total 
ot of 


ubli- 


509 


Mr. Demmuer. Will you answer that, Mr. McCutcheon / 

Mr. McCurcueron. There are four and a fraction assigned to the 
Quarterly Financial Report for Manufacturing Corporations. 

Mr. Tuomas. Very well. Proceed, Mr. McCutcheon. 

Mr. McCurcuron. There is a second series, called plant and equip- 
ment expenditures of United States business that requires now 2 and 
a fraction—2.3 people. 

The individual’s saving studies, which the Chairman mentioned, 
requires 1 and a f action—1.2 persons. 

The working capital of corporations series requires just under one 
person. ; ; ! 

The entire series of Government reports requires eight and a half 
people. ; i> 

Mr. Trromas. What is the nature of that series? 

Mr. McCurcnron. Those are statistical series which we do at the 
request of the Bureau of the Budget; they are not connected with 
our own. 

Mr. Tuomas. Is that on a contributory basis; do they reimburse 
you for that work, or do you do it yourself? 

Mr. McCurcnron. We use our own funds. 

Mr. THomas. Do you do exactly what they ask you to do on that, 
regardless of the amount of subject ? 

Mr. McCutcuron. And no more. They understand that we could 
not expand the.program without the necessary funds because we are 
unable at times on our present budget to complete the job on time. 
We have to keep it to a minimum. 

Mr. Tuomas. Is that all of them now ? 

Mr. McCurcueon. Those are all the outside, so-called, statistical 
series that we do. 

Mr. Tuomas. Do you do any other studies? 

Mr. McCutrcueon. Yes, for our own work, we do about four studies. 
(ne is on effective registrations. 

Mr. Tuomas. What was that? 

Mr. McCurcnueon. Effective registrations of securities, which re- 
quires three people. We also have a series on new securities offerings 
and retirement of securities which provides statistics for all securities 
offerings, including registrations. That requires four and six-tenths 
people. 

Mr. Demnuer. I wonder if I may interpolate for just a moment, 
Mr. Chairman ? 

The discussion of the statistical work originated following your 
question as to work of the Division of Corporation Finance. I just 
wanted to make it clear that the statistical program is conducted 
under the Division of Trading and Exchanges and not under the 
Division of Corporation Finance. 

Mr. Tomas. Go ahead; you have two more. 

Mr. McCutcneon. We have left the special studies and the studies 
on cost of Flotation which we have not done for 2 or 3 years. Alto- 
gether, I have listed, have given you now, about seven. 

Mr. Tuomas, Yes. 

Mr. McCurcneon. Seven major statistical series. They account 
for a total of 18 engaged on statistical work at the present time. The 
additional eight are being requested for the Government program, and 
We request one additional person for the statistical work of the Com- 
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mission, which would raise the number of people engaged on statis. 
tical work to 27. We had one additional person assigned to this work 
but he is now engaged on special work on exchange trading. 

Mr. Tuomas. That gives a total of 28. 

Mr. McCurtcueon. Yes. 

Mr. Tuomas. That work is all performed in the central office and 
none of it in the field? 

Mr. McCurcueon. Yes, except that there are occasional field studies 
when we find it necessary to examine trading, and when we make 
special reports on exchange practices. 

Mr. Demmtier. I would like to add one thing, if I may, Mr. Chair. 
man, that shortly after 1 became Chairman of the Commission, the 
bill containing the Commission’s appropriation for fiscal 1954 was 
cnacted. We then had to have a reduction in force, and a fairly heavy 
impact fell on the statistical branch, at that time, and, as I recall, 
we reduced it from—— 

Mr. McCutcneon. From about 33 to around 25. 


WORKLOAD OF DIVISION 


Mr. Tuomas. What about your workload? At this point we will 
insert page 20 in the record. 

(The statement referred to follows:) 

Analysis of prospectuses, indentures, proxy statements, etc., constitute about 
70 percent of the total work of the Division. It must be completed in a relatively 
short period of time after filing because of statutory time limits and time sched- 


ules of registrants. The tables which follow show the volume of principal 
filings. 





1954 


| 
SECURITIES ACT OF 1933 
| 


a ON oii on. i iid cits cas done do beeen eiee 649 | 660 | 
Small offerings exempted: | 
Regulation A notifications 1,177 k; 270 | 
Regulation B offering sheets bee 156 160 | 
Regulation D notifications Je bdedetenss 45 50 | 
TRUST INDENTURE ACT OF 1939 
Indentures filed for qualification 
SECURITIES EXCHANGE ACT OF 1934 
Applications filed for registration of classes of securities on exchanges. - 
INVESTMENT COMPANY ACT OF 1940 
New investment companies registered __..............--.--- 
PROXY SOLICITATIONS—ALL ACTS 


Preliminary proxy statements filed -- --_ 
Interpretative letters received and answered—all acts. -.....-..-- 





*Gives retroactive effect to rule providing for class registration. 


Mr. 'TxHomas. What about the workload of the Division for tl 
present fiscal year and your anticipated workload for fiscal 1956! 

Mr. Demmuer. Mr. Chairman, you mean as applicable to whit! 
Division ? 

Mr. Tuomas. The Corporate Finance Division. 
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Mr. Demmuer. Corporate Finance Division? — 

Mr. Tuomas. Yes. You say you have an anticipated workload here 
of request for information of 2,300 ; regulation A notifications, 1.340, 
against 1,270. There is no appreciable difference in the workload for 
1956 as against 1955, is there? ’ ‘ 

Mr. Demmuer. I would rather have Mr. Woodside explain the in- 
creases Which are reflected in that category. As I have indicated, 
increases are expected and I would rather let him explain the impact 
staff wise. 

Mr. Tuomas. Very well, Mr. Woodside. 

Mr. Woopsipz. Mr. Chairman, the budget estimates are made up in 
the early summer of each year, and it is extremely difficult to judge 
the volume on anything that you might expect during the future year, 
for 18 months ahead. 

We badly underestimated last summer, the probable volume of 
fnancing during the past 6 or 7 months. During the period endin 
December 31, 1954, there was a 25-percent increase in the volume o 
public financing, exemption applications, and so on, as against the 
corresponding period in 1953, on a calendar year basis. ‘There was 
a slight decrease in the periodic financial reporting, but there was an 
overall increase as near as we can judge, of about 15 percent in the 
workload against the decline in the Division personnel of about 5 
percent, which shows that we are operating under a workload increase 
of about 20 percent. 

I do not know what volume is in sight for the fiscal year 1956, 
whether the work is going to be maintained at the present rate or not. 
If it is, these budget figures are too low. 

Mr. Tuomas. Well, we see periodically statements that are a little 
differently worded each time, to the effect—and I think the President 
has repeated it in 2 or 3 of his press conferences—that for the next 10 
years the economy generally is going to be on the increase and so forth 
and so on; the national income is going to increase—I have forgotten 
the exact figures but it is going to increase some 25 or 30 percent, or 
maybe more, and so on. 


WORKLOAD AND ECONOMIC TRENDS 


Does your volume of work in the corporate finance field indicate, 

year by year, an increase over the succeeding year ? 
_ Mr. Woopsipe. No, sir. It varies considerably. For the year just 
indicated, we processed public financing applications that amounted 
to just a little over $10 billion. That is the largest that we have ever 
had in the history of the Commission, dollarwise. 

1946 was the biggest year that we had had up to that time; 1946 
was the second largest year, in volume of financing, dollarwise, but 
the number of applications that came in, the number of registration 
statements varies, was considerably larger, but between 1946 and last 
year, which was the largest year we ever had, it varied somewhat. 

Mr. THomas. By virtue of the economic reports you have put out, 
on individual savings and the net result of your own activities, what 
do you think the prophecy appears to be on the next 3 to 5 years? You 
certainly are dealing with fiscal 1956; what does it look like in 1956 as 
compared with 1955? 


58616—55—pt. 1-83 
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Mr. Woopsipe. We have no reason to estimate a smaller volume of 
business than we have been handling. Traditionally, last year, th. 
workload 

Mr. Tuomas (interposing). When your volume of business falls 
down, does the volume of business fall down likewise ? 

Mr. Woopsine. Not necessarily. 

Mr. Tuomas. It usually follows, does it not? 

Mr. Woonpsine. Not necessarily. 

Mr. Tuomas. Well, what is the trend? What is the difference hp. 
tween your workload and the general economic condition of the 
country ? 

Mr. Woopsipr. Let me try to explain that by pointing out two of the 
types of work we do. 

There are times when the volume of new financing does decline, 

Naturally, the amount of work may be reflected on the number of regis- 
tration statements filed, and the workload goes down on the volume of 
applications filed. 

Mr. Tuomas. New financing indicates that there is an expansion, 
or growth, does it not? 

Mr. Woopsine. Usually, yes. Now, at times, when decline in finane- 
ing occurs, we very often experience a substantial increase in the 
number of proxy statements filed. Proxy statements, relating to 
routine elections are fairly simple things to handle. When, however, 
matters such as reorganization, disposal of assets, or recapitalizations 
or mergers are involved the proxy statements may be complicated 
documents, and the workload on them may be just as heavy as a 
registration statement for new financing. 

So that there is a tendency for work, in certain aspects of the Con 
mission’s functions, to pick up when certain other types of work fal 
off. And it is for that reason that you cannot measure the workloa( 
in the Commission in terms of fluctuation of new financing, because the 
impact on the Commission’s work cuts across many aspects of business 
and economic activities. For many years there has been a slov, 
gradual increase in the number of proxies. There has been a growing 
increase over the years in the number of companies listed on exch: nges, 
and as a result, a gradual increase in the number of reports, financial 
reports, received and processed. 

On the other hand, as a result of changes in the rules of the Con- 
mission, we have simplified a lot of the processes required, so that we 
have been able, we believe, to handle a larger volume of business with 
fewer people than were used a few years ago. 

But I could not say to you honestly that we have any reason to ex- 
pect a decline in our principal volume of worX, our pr incipal activities 
and the indications are that probably it is going to be as heavy as it has 
ever been. 

Mr. Tuomas. What do you think the general economic outlook is, 
as far as you can tell, for the next fiscal year 1956, or maybe 195, 
based upon your present activities ? 

Mr. Woopstwr. I do not have a crystal ball, but as far as we cil 
judge, based upon the material submitted to us as related to the future 
plans, our activities will continue to increase. 

Mr. Yarers. Do you want to be bound by that opinion ? 
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Mr. Tuomas. It does not cost anything to express an opinion, does 
it! 

Mr. DemmugR. I might add, Mr. Chairman, that I would be less able 
than Mr. Woodside to make a prophecy, but we have here table 5 on 
page 133 of the 20th annual report of the Commission, that shows 
public offerings and private placements of securities over the period 
heginning in 1934. 

\ir. THomas. Yes. 

Mr. DemMter. I think you might be interested to know that for the 
calendar year 1952, there were about $5.5 billion of securities publicly 
offered ; for 1953, about $5.5 billion of securities publicly offered. 

For the first half of 1954, about $2.7 billion—a little short of that, 
but almost at the same rate of securities publicly offered. 

Now, there were variations in the economy during that period, and 
yet publicly offered securities held relatively constant. 


Diviston OF CORPORATE REGULATION 
STUDY OF INVESTMENT COMPANIES 


Mr. Tuomas. I notice you are going into the field of investment 
trusts, The work under the Public Utility Holding Company Act is 
apparently about completed, and you are going to look into the invest- 
went trust field. What can be the damage done to the economy with- 
ot giving some degree of regulation? What is your thinking on 
that? I notice the justifications state the assets of these investment 
companies have increased from $1.6 billion in 1941 to more than $8.5 
billion. I notice quite often some companies are moving into that 
particular business and offering shares of stock. What can be the 
net result if anything goes wrong, and what could go wrong in the 
operations of this tremendous amount of trusts? 

Mr. Demmer. The study of investment comp: inies, incidentally, is 
not our own idea. It is something written into section 14 of the 
statute. 

Mr. Toomas. Your authority is purely a study proposition to evalu- 
ite the situation ? 

Mr. Demhuer. That is right. 

Mr. Tuomas. There is no regulatory authority vested in you? 

Mr. Demaxer. There is a lot of regulatory authority vested in 
ls in regard to investment companies, but I think one object of the 

study which would be conducted under the authority of Section 14 
of the Investment Company Act might be to answer your question ; 
i other words, what could happen ? “We do not know. Nevertheless, 
‘S billion worth of capital in marketable securities, or largely in 
uarketable securities, is a fairly sizable aggregation of securities 
which, if it started running one way or another, might have some 
“rious effect on the economy. 

Mr. Tuomas. That $8 billion is in how many hands?) How many 
companies and how many trusts? 

Mr. McDowrii. About 384 investment companies are registered 
inder the Investment Company Act of 1940. The largest is really 
\ group of companies, the Investors Diversified Services group. It 
‘Sa group of companies which includes at least two closed-end com- 
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panies and several so-called open-end companies. The second largest 
group is the Massachusetts Investors Trust. Its assets are in the 
neighborhood of $1 billion. 

Mr. Demmuier. Mr. Rowen may be able to add to that. 

Mr. Rowen. I had the impression the Delaware Co. was the largest, 
and the second largest was the Christiana Securities Corp. and the 
third was IDS. 

Mr. McDowett. Christiana is not a diversified investment com. 
pany in the sense we call Massachusetts Investors Trust and IDS. 
Those are really diversified investment companies. Christiana largely 
limits itself to Dupont and General Motors and United States Rubber. 


DIXON-YATES CONTRACT 


Mr. THomas. How are you people getting along with Mr. Yate 
and Mr. Dixon? What are your headaches involved in that problem! 

Mr. Demnter. I think that is a subject on which our discussion 
must necessarily be limited to a statement of the fact there has been 
filed a request for a rehearing that has not been acted upon by the 
Commission. If the request for a rehearing is denied, there has been 
an indication of an appeal to the courts, and I think that under thos 
circumstances, beyond the reference to our opinion, which is a quasi- 
judicial pronouncement, the potential court appeal and so on would 
make improper a discussion of it on our part. 

Mr. Tuomas. What are you called upon to do in that case? Whatis 
your function? 

Mr. Demoter. Our function under the Public Utility Holding 
Company Act is, let us say, twofold. From the standpoint of the 
Mississippi Valley Generating Co., which is an Arkansas corporation, 
we are called upon to act upon an application for exemption under 
section 6 (b) of the Public Utility Holding Company Act, whic) 
applies to issues of securities by subsidiaries of public utility holding 
companies. Section 6 (b) states the Commission shall exempt such 
issues where the issuer is a corporation of a State whose public utilities 
commission expressly authorizes the issuance of securities. The 
Arkansas Public Utilities Commission expressly authorizes the issv- 
ance of securities by Arkansas corporations and section 6 (b) would 
apply. 

Our other related function under the Public Utility Holding Com- 
pany Act is under section 10. This section applies to the acquisition 
of securities by public utility holding companies and requires the 
approval of the Commission. The Commission had before it an appli: 
cation under section 10 filed by Middle South Utilities and by South- 
ern Co. The opinion deals with that acquisition. 


POSITIONS AND SALARIES 


Mr. Tuomas. At this point in the record we will insert page 25 of 
the justifications, setting out the positions and salaries in the Divisio. 
of Corporate Regulation. 

(The table referred to is as follows :) 
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Division of corporate regulation 


. Increase (decrease) 
Fiscal 1955 | 1956 over 1955 


te rh 
Number | Salaries Diepeerieeesei et Salaries | Number) Salaries 


| 


$12, 200 | - 
10, 800 | _. 
20, 200 
135, 640 | 
149, 300 


$12, 200 | 
10, 800 
20, 200 
134, 080 
142, 260 | 


Director 

‘Associate director-- 

Assistant directors... cto 
AttorneyS...-.--------------------- 
Analysts 

Acoountants 

Engineer 

Administrative assistant 
Clerk-stenographers 


me 
et et RD bo et 
mt DOO Gr RD et 


_ 





405, 510 


= 





| 
| 
| 
| 
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WORKLOAD OF DIVISION 


Mr. Tuomas. At this point in the record we will insert the table on 
page 30 of the justifications showing the workload. 
(The table referred to is as follows: ) 


WORKLOAD 


The following tabulation shows the filings in fiscal 1954 and projected filings 
for fiscal 1955 and 1956. It is not intended to provide a complete review of the 
work processed in this division : 


Fiscal Fiscal Fiscal 
1954 1955 1956 


PUBLIC UTILITY HOLDING COMPANY ACT 


Regulation of security transactions_- ‘ 
Regulation of acquisition of securities, utility asse ts and other assets... _- 
Regulation of intercompany loans, dividends, proxies, contributions, etc. - 
Examination of supervisory reports 

Exemption and status matters _- 


INVESTMENT COMPANY ACT 


Status and exemption proceedings - ee ; 24 | 
Registre ition of foreign investment companies. - ac bi aaets 6 
Transactions with affiliated persons (sec. 17 25 
Interpretative letters and memoranda 95 
Other matters under the act 150 


Mr. THomas. Give us a brief picture of your workload. 

Mr. Demntuer. I wonder if I could ask Mr. McDowell to do that 
since it is in his division. 

Mr. Tuomas. Yes, sir; Mr. McDowell. 

Mr. McDowexn. There are 18 public utility holding companies at 
the present time which we expect will continue oper rating under the 
Public Utility Holding Company Act. With respect to . those com- 
panies and their subsidiaries, we have continuing jurisdiction over 
their financing. They have to make applications under section 6 or 
ection 7 of the act and obtain the Commission’s approval every time 
they issue securities of any type, and that includes both securities 
issued by a subsidiary to the holding company as well as securities 
issued by either a subsidiary or the holding company to the public. 
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Two or three of these companies may be entitled to exemptions unde; 
the act. That will perhaps reduce the number of such companie 
to 16. I cannot see how any of the others will be able to get out fron, 
under the act. 

In addition to the 18, we have companies which ultimately wil] bp 
liquidated and dissolved under liquidation plans filed under sectioy 
11, or will change into investment companies. We have 4 registered 
holding companies at the present time who are either in the proces 
of changing into investment companies or have announced they intend 
to seek permission to do so. 

The processes of changing into investment companies are quite 
time-consuming on the part of the staff and involve not only extensive 
hearings in regard to the process of changing, but the writing of 
briefs and so on. I would hope in the next year or two a substantial 
amount of the catchup work under section 11 will be completed. 

Mr. THomas. How many people did you have in this division jn 
fiscal year 1950- 

Mr. McDowet. I cannot give you the figure for 1950. Perhaps 
Mr. Riordan can. 

Mr. Riorpan. Close to 200 people. T do not have the exact figure 
here. 

Mr. THomas. You have been gradually cutting this down? 

Mr. Rrorpan. Each year. 

Mr. Tuomas. With a little assistance from the committee? 

Mr. Rrorpan. Yes, sir. 

Mr. Demnter. On that subject, Mr. Thomas—— 

Mr. Tuomas. I am looking at 1955 against 1956. Do you think you 
need a little assistance in 1956? 


BANKRUPTCY PROCEEDINGS 


You have seven men for bankruptcy proceedings, and you do not 
tell us the result of vour conference with Mr. Chief Justice and the 
presiding circuit judges in the Judicial Conference. 

Mr. Dewnter. I am sure we will need at least that many. [am 
afraid we cut too deeply on that. 

Mr. Tuomas. Have you had a report? 

Mr. Demoter. Not as yet. 

Mr. Tuomas. Since you reduced them from 11 to 7, you had some 
doubt as to the necessity for all 11, did you not? 

Mr. Demmier. We did: yes. 

In connection with Mr. McDowell’s Division, it has been cut from 
200 in 1950 to its present level. In the meantime, that division has 
been given the administration of the regulatory requirements of the 
Investment Company Act of 1940, as distinguished from the dis 
closure requirements of the act which relate to filing a prospectus or 
proxy statement, but the regulatory requirements under the act cover 
the action of the Commission on matters such as transactions between 
affiliated interests, and so on, and that has been transferred to the 
Division of Corporate Regulation. That was done early in 1953. 

Mr. McDowett. Could I add that approximately one-third of the 
division’s time presently is devoted to the Investment Company Act 
work and the remaining two-thirds to the Public Utility Tolding 
Company Act work. 
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Division oF TRADING AND EXCHANGES 


Mr. Tuomas. At this point we will insert in the record the table 
on page 32 of the justifications showing the positions and salaries in 
the Division of Trading and Exchanges. 

(The table referred to is as follows :) 


Division of trading and exchanges 


Increase (decrease) 
1956 over 1955 
Position a. te. 


Fiscal 1955 Fiscal 1956 


Number Salaries Number Salaries Number | Salaries 


$12, 000 $12, 000 is 
20, 600 4 20, 600 | - 
18, 760 ‘ 18, 760 | _- 
96, 805 : 101, 865 | 
52, 835 52, 835 
15, 310 ‘ 15, 310 
62, 940 62, 940 | 
65, 575 , 102, 830 | 
122, 840 35 135, 585 | 


Director - 

Assistant directors - + 
Chief of section. ........------ 
Attorney 

Accountant P 
Wet, . insu nuaneneosc sass 
Analyste... css5ib) ~1<4<4- 
SS OE Fa 
Clerk-stenographers- -.-. - - --- 


~ 
me OWOhmhih- 


om 


467, 665 97 522, 725 


~I 
@ 


Total 





WORKLOAD OF DIVISION 


Mr. Tuomas. Let use see about your workload in your Division 
of Trading and Exchanges. How many registered broker-dealers do 
you have? 

Mr. Patrerson. Over 4,200. 

Mr. Tuomas. You give them a periodic check about once every 
3 years ¢ 

Mr. DemMuer. That is what we hope to achieve if we have the addi- 
tional inspectors. 

Mr. Tuomas. How many people do you have in the District of 
Columbia doing this work? Are the 92 positions all in the District 
of Columbia ¢ 

Mr. Parrerson. Yes. 

Mr. Tuomas. The vast majority of the work in the field goes to 
the Division of Trading and Exchanges? 

Mr. Patrerson. Most of the work in the field is done by the regional 
offices, and is reviewed by this Division. Our work is mostly in 
Washington. 

Mr. Tuomas. Your New York office is largely concerned with the 
Division of Trading and Exchanges, is it not? 

Mr. Parrerson. Yes. We supervise their work. 

_Mr. Tuomas. How much of the work done in your field offices is 
devoted to the Division of Trading and Exchanges? 

Mr. Demoter. If you are asking in terms of personnel, the regional 
fice personnel are charged to the regional offices in respect to matters 
handled in the regional offices. The regional offices, in respect of some 
things report, so to speak, to the Division of Trading and Exchanges, 
and in respect to other matters report to the Division of Corporation 
Finance, 

Mr. Tuomas. We understand that, Mr. Chairman. What we are 
irying to get is some rough idea of the breakdown of your activities 
in the field chargeable to your three main divisions. 
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Mr. Riorpan. If you will look at the table on page 34, it shows 
that the Section of Enforcement and Interpretation of the Divisig, 
of Trading and Exchanges is asking for 17 people and the Section of 
Broker-Dealer Registration and Regulation is asking for 13 people 
Those two sections are mostly concerned with the liaison and super. 
vision of regional offices. There is another item there, too, six peop 
in the Section of Enforcement and Litigation Docket. That alg 
would be in this group. 

Mr. THomas. Would you say 50 percent of the workload of the 
average field office is the result of trading and exchanges work? 

Mr. Rrorpan. Let us say somewhere around that figure. 


STOCK MARKET BOOM 


Mr. THomas. What is your thinking on the current upsurge in the 
share market, stocks and bonds? What is the cause of it? 

Mr. Demmier. I was asked pretty much that same question ata 
briefing conference we had with the Interstate and Foreign Con. 
merce Committee of the House of Representatives this last week. 
I am not seeking to evade an answer to your question, but I think 
it is fair to point out that the statutes which we administer have to 
do with what you might call the preservation of a free and honest 
market in which there is not manipulation, in effect, have the lav 
of supply and demand work freely and honestly. We are, in other 
words, a law-enforcement agency? We do not, under the statute, 
exercise, nor are we empowered to exercise, a direct economic pressure 
on the market, either up or down. As a matter of fact, I think the 
exercise of such a pressure is the very antithesis of the duties which 
the statute imposes on us. The direct economic control which the 
Securities Exchange Act of 1934 provides for is the setting of mar- 
ginal requirements, and those marginal requirements are prescribed 
not by the Securities and Exchange Commission but by the Board 
of Governors of the Federal Reserve System. Consequently, any 
opinion which I would have, or that any of the rest of us here would 
have, with respect to the current level of the market would be an 
opinion which we might have as citizens rather than an opinion which 
we might have officially. 

Mr. Tuomas. I read that statement in your justifications last night, 
and I do not quite understand the jurisdiction between the Board of 
Governors of the Federal Reserve System and your Commission in 
setting the marginal requirements. Does the statute give you the 
authority to recommend the actual figure which is the jurisdiction of 
the Board of Governors of the Federal Reserve System ? 

Mr. Demmier. No. We have no authority or obligation on the sub- 
ject except the obligation to ferret out violations if we discover 4 
broker or dealer violating the law. 

Mr. Tuomas. You folks live with this statute and one of your main 
duties is to police it, not to apply economic pressure, but you live wit! 
it day by day. Give us the benefit of your thinking. Why all this 
sudden upsurge? You certainly have not come upon any fraud going 
on by virtue of this increase, have you? If you have, you have juris 
diction to act in that regard. 

Mr. DemmuerR. We are doing our level best in carrying out ov! 
duties in the matter of manipulations and the like. 
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Mr. THomas. You have direct wires into all the exchanges, do you 

t! 
ihe DemMeR, Not all of them, no. 

Mr. THomas. What does the picture look like to you? If you do 
not want to talk maybe some of the other Commissioners will. 

Mr. DemmuerR. As an individual, I would consider it inappropriate 
to express a Judgment on stock market levels. I can say that based 
upon what we think we know- 

Mr. THomas. Have you discovered any evidence of a rigged or a 
pressure market that would be in violation of the statutes / 

Mr. DemmueEr. I would say that we do not at this time have reason 
tothink that the market as a whole is a rigged market. 

Mr. Tuomas. Do you have reason to think any part of it is? 

Mr. Demmurr. If there is any such thing, it would be spotty; a par- 
ticular movement on a particular day on a particular security might 
happen. That is the sort of thing we try to move in on and we do 
move in on. 

Mr. Tuomas. Have you found any evidence of that in this recent 
uptrend ? 

Mr. Demmuer. Do you want to answer that eerie, Mr. Patterson ? 

Mr. Parrerson. Evidence of manipulation? 

Mr. Tuomas. Yes. 

Mr. Parrerson. No, sir, we have not. We have suspected it and we 
have made investigations. We do that daily. 

Mr. Tuomas. And you have found no evidence of it ? 

Mr. Patrerson. No, sir. 


Mr. Tuomas. Are you making any economic studies with reference 
to values or hg like that dealing with the stock market ? 
e 


Mr. DEMMLER. do have an index of stock prices that is a com- 
posite index and it has a wider group of securities than the Dow-Jones 
index. We have the statistical services which Mr. McCutcheon has 
explained in detail, matters such as the working capital of corpora- 
tions. And we have the annual reports of corporations. 

Mr. ToHomas. From those studies you draw no conclusion as to 
sound prices ? 

Mr. Demmuer. I would say we have no official conclusion in that 
respect because we have no official responsibility with respect to it. 

Mr. Tuomas. Dr. Burns, of the Council of Economic Advisers, uses 
your information in that particular field. 

Mr. Demmuer. He would use our statistical information, he would 
use statistical information of the Board of Governors of the Federal 
Reserve System, and he would have available, as the Board of Gover- 
nors of the Federal Reserve System has available, certain statistics 
compiled by the stock exchanges, at least by the New York Stock 
Exchange. 


URANIUM STOCKS 


Mr. Tuomas. You want 8 or 10 men here in the field of uranium 
flotation of stock issues and so forth. How many companies selling 
lrantum stock have registered with you in the last 18 months or 
2 years ? 

Mr. Demmier. Mr. Woodside, could you answer that question ? 

Mr. Woopstpe. Will you please repeat the question ? 
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Mr. Thomas. Give us a bird’s-eve view of what is happening in thy 
field of uranium. How many different companies have been formed 
how many have you approved, how many have you disapproved, anj 
so forth? 

Mr. Woopsine. Beginning in June of last year, after a considerah} 
amount of public interest had developed with respect to what are noy 
big name discoveries of uranium on the Colorado Plateau, there wy 
an increase in the number of companies that filed registrations unde 
the Securities Act and applications for exemptions. There was, 
substantial increase of both filings by companies engaged in uranium 
prospecting. That increase has continued right up to the present 
time. In fact, the major activity of the Denver office in recent months 
has been either in reviewing or investigating uranium companies. s 
the chairman stated, we opened a branch office in Salt Lake City, Uta), 
to help handle the problem. 

We sent a field team to Colorado last summer to see if we could leam 
firsthand what was going on and to strengthen the Denver office. As 
the whole matter seemed to snowball, we began a limited inquin 
into the financing of companies that had filed under regulation A. ~ 

Mr. Tuomas. Is that the $300,000 exemption? 

Mr. Woopsine. Yes. 

Mr. THomas. Does the Commission have jurisdiction when it i: 
under $300,000? 

Mr. Woonsipr. The companies that file under the exemption may 
offer up to that amount in any 1 year. The bulk of them try to take 
the full amount. 

Mr. Demnter. I believe the Chairman asked if we had jurisdiction, 
and I think it would be well if you answered that particular inquiry 
as to what our jurisdiction is. 

Mr. Woonsine. Section 3 (b) provides that subject to such restric. 
tions as the Commission may impose, it may exempt from registration 
issues up to $300,000 in any 1 year. Regulation A requires a company 
to file a short notification with us and an offering circular containing 
basic information with respect to issues up to $300,000. The offering 
circular must be delivered to the purchaser and, as I said, most of the 
mining cases have been for newly formed exploratory ventures, the 
bulk of them dealing with uranium prospects. 

Mr. Tuomas. Do you check the values in those offerings up to 
$300,000? 

Mr. Woonsinr. No, sir. We do not check the values in the sense of 
determining whether or not a promotional company has a valuable 
property. We review the offering circular from the point of view of 
determining whether or not it appears to be a fair statement of facts 
If a company should claim to have ore reserves—and some of them 
have—and that claim cannot be substantiated or supported, we will 
object to the use of definitive figures and we have mining engineers who 
review the figures submitted to determine whether or not claims are 
being made as to values which do not exist. If a company has an or 
reserve as a matter of fact, it can make the disclosure, but it is not per- 
mitted to make claims that do not exist. ; 

The Commission has principally been trving to prevent fraud with- 
out requiring the full disclosures involved in registration. We donot 
set values or go into that unless somebody makes a claim of vali 
which appears to be false or misleading. 
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Mr. Tuomas. If a man wants to sell a share of stock, say at $10, 
based upon his disclosure, you look into the subject of his dise ‘losure 
and after reviewing it if you come to the conclusion the stock is not 
worth $10, what do you do? 

Mr. Woonsmr. A company may make a regulation A filing and 
place any value on the stock it may wish to, unless there is a known 
existing market. 

Mr. Tuomas. If there is not an established value? 

Mr. Woopsipr. If there is not an established value there is nothing 
in our statute that would permit us to fix a value for the company or 
tosay that the price proposed was either too high or too low. If you 
will look at our filings you will find the offering prices of shares in 
newly organized companies range from 5 cents a share to $2 in the 
wanium field. Some are offered at par value of 1 cent. The price 
is anything the promoter wants to put on it. We do not attempt to 
pass upon it unless it is so stated as to conflict with the known market 
or is based on claims of values which are nonexistent. 

Mr. THomas. This is the case I put to you: He claims the stock is 
worth $10 a share based on the disclosed information in his prospectus, 
and it is obvious he does not have what he claims he has. What do 
you do? 

Mr. Woopsipr. Our procedure in that situation is to require that the 
offering circular disclose a minimum of basic information and that no 
claims are made of values which are nonexistent. As to the price, 
that is something entirely in the discretion of the company. 

Mr. Tomas. In other words, you just give the buying public 

whatever information is necessary to arrive at a good sound conclusion 
pipes tach oy and if it does not use good judgment that is its fault and 
not the fault of the Commission ? 

Mr. Woopstpr. That is correct. 

Mr. Demmer. The act states in effect that a registration with the 
Commission does not imply that the registration statement is correct 
or that the Commission has approved the security. It is unlawful to 
claim that it has. The statute imposes the duty of disclosure on the 
issuer and the Commission does not approve the issue of securities 
under the Securities Act of 1933. 

Mr. THomas. Then what would vou say the picture looks like now 
in the field of uranium in view of all these stock issues that have been 
floated? Do you have any general conclusions? 

Mr. Woovsmr. My own personal opinion is, it has been our ex- 
perience 

Mr. THomas. We do not object to your speaking for the Commis- 
‘on. Noone else seems to want to. 

Mr. Woopstpr. When security prices generally are up you can 
usually expect an influx of companies with proposed offerings to the 
pultic because it is a good time to sell securities. Many of those, 

my own opinion, are probably wildcat schemes that will result in 
eaeh in amount of money being taken from the public, a substantial 
portion of it going to promoters and underwriters and some portion 
of it going into the ground. It is almost impossible to determine 

h advance in any of these cases which ones are really in full good 
faith and which ones are attempting to make a fast bue k on the public. 

Pi e have stepped up our investigating and antifraud activities in 

field offices in an enleavor to limit, to the extent we can with the 
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people available, the activities of those who are merely attempting 
to unload fake securities on the public. In addition to that, we haye 
in recent months increased the number of suspension orders under 
our rule which permits the Commission to step in and stop an offering, 

We believe the great majority of these uranium companies are bona 
fide efforts to raise money to explore for uranium. Some of the 
activities are producing results. It is too early in the game to tell 
just what the outcome of the investment of the money that has been 
raised so far—the uranium boom just started last June—it is too 
early to determine what the outcome will be, but the Securities and 
Exchange Commission recognizes that the Government is anxious to 
have as much activity as possible in the discovery of uranium ore. Tp 
the extent this activity in uranium shares produces the money that 
permits private companies to develop uranium deposits, it is in the 
public interest. To the extent it is a fringe operation and may de- 
velop to be a fraud on the public, it is not in the public interest, 
It is our job to try to sift the two by means of the disclosure tools 
we have. To what extent we have done that, I do not know at the 
the moment and nobody knows. We have been trying to do that in 
recent months, but we have not progressed to the point of having 
definitive results. 

Mr. Tuomas. It takes time to see how the companies perform and 
so on, so I imagine it will be another year and a half or two year 
before the Commission will be able to come to some sound conclusion 
on it. 

Mr. Woopsipe. In another 6 months we will have a pretty good idea. 

Mr. DemM ter. Perhaps you would be interested in knowing what 
we require those circulars on uranium stocks to disclose. If the pr- 
moters have large quantities of stock at prices below the public offer. 
ing price, so that any profits would be seriously diluted, that must be 
disclosed. Where stocks in large quantities are being offered based 
on uncertain or nonexistent claims, that must be disclosed. If the pro- 
moters happen to have a large number of claims adjacent to or sur- 
rounding the claim owned by the issuer of the security so that the 
public money would go into developing one piece of property thereby 
creating an unearned increment in the adjoining property, that must 
be disclosed. 

Also, disclosure must be made as to what is happening to the money 
that is realized from the sale of the securities. Is it going into the 
ground? How much is being used for underwriters’ compensation! 
And that sort of thing. 


REGIONAL OFFICES 


Mr. Tuomas. At this point we will insert in the record the table on 
age 59 of the justifications showing the breakdown of the personnel 
in the regional offices by positions. I think it would be well to inser" 
pages 61 and 62 showing the workload in the regional offices. 
(The material referred to is as follows :) 
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Regional offices 
| 





ad > Increase (decrease) 
Fiseal 1955 Fiscal 1956 1956 over 1955 


Positions a Ne seis deat iliac trey 


Salaries | Number| Salaries | Number} Salaries 


Regional administrators g $93, 850 | ¢ $93, 850 - 
Assistant regional administrators. _.. ’ 28, 120 | 

Attorneys 390, 925 

securities investigators 5 516, 560 

Broker-dealer inspectors 284, 530 
Engineers..--.---------------------- 16, 080 

Financial analysts 6 46, 340 

Clerical. 303, 635 92 


Total cnsicenautescoushsbecwes 1, 680, 040 








FUNCTIONS 


The chief functions of the regional offices are: (1) To render interpretative 
aud other assistance to those concerned with the laws administered by the 
Commission; (2) to investigate complaints and other indications of violations 
of the statutes in the sale or purchase of securities, and alleged illegal practices 
in the trading of securities; (3) to inspect the books and records of registered 
broker-dealer firms; (4) to process filings under the Commission’s regulation 
“A”: and (5) to represent the Commission in Federal courts in proceedings 
under chapter X of the Bankruptcy Act, as amended, and to perform analytical 
and other work incident to the reorganization of bankrupt corporations. 


ENFORCEMENT ACTIVITIES 


A staff is maintained in the regional offices to investigate complaints and 
other indications of securities violations. Evidence so obtained is used to support 
administrative proceedings or actions instituted in Federal courts to restrain 
such activities. Where evidence tends to eestablish willful violations of the 
securities laws the facts are referred to the Attorney General for criminal 
prosecution of the offenders. Attorneys in the regional offices assist in the 
prosecution of such cases. In many cases, investigations are closed without 
instituting legal action where the violations are stopped without loss to the 
investing public. 

There are two types of securities investigations conducted: preliminary in- 
vestigations and docketed investigations. The regional offices conducted 181 
preliminary investigations in fiscal 1954. There were a total of 343 docketed 
investigations opened in fiscal 1954, and 586 such seovaniianiiionie were closed, 
which reduced the number of pending cases by 243. The number of cases 
opened, of course, is limited by the personnel available. During the fiscal year 
some investigations were closed by referring the evidence to State securities 
authorities where it appeared that State statutes had been violated. 

The table which follows shows for each region the status of investigations: 


Securities investigations 


Pending Pending 
July 1, Opened Closed June 30, 
Y 1954 





San = Prema 
Washington, 4 D.C 
Centra] Office 
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During the fiscal year 1954 there were 69 investigator positions allotted to the 
various regions, exclusive of supervisory personnel. During the same fisca] year 
79.1 man-years were spent on investigations, making it necessary to reassign 
other personnel to the investigations when immediate attention thereto was 
necessary. 


It is planned to continue with the present investigative staff in fiscal 1956 jp 
all regions except Chicago and Denver, for which five additional positions are 
requested. Three are for Chicago and two are for Denver. 


Mr. Tuomas. Your justifications show that about 50 percent of the 
work of your regional offices was done in the field of security investi. 
gations and your broker-dealer inspections. You said a while ago 
about 50 percent of the work was done in those 2 fields. , 


Amount Reqvuestep or Bureau oF THE BupGer 


Mr. Yates. How much money did you request of the Bureau of the 
Budget ? 

Mr. DemMter. Just what is in this budget estimate. 

Mr. Yates. The Bureau of the Budget did not cut you at all? 

Mr. Demmter. No. 

Mr. Yares. Is the amount of money represented in this budget ade- 
uate, in your judgment, to carry out the duties prescribed for the 
ecurities and Exchange Commission under the various enactments of 

Congress? 

Mr. Demmter. That is a hard question to answer, Mr. Yates. 

Mr. Yates. This is your responsibility. 

Mr. Demo ter. It is our responsibility. Like any law enforcement 
agency, the more people you have the more you can cover and the more 
thoroughly you can carry out your responsibilities. I would say that 
with the money we have requested in this budget the Commission can 
carry on as well as it has been carrying on over, let us say, the last 5 
or 10 years, with which I am familiar in a general way. 

Mr. Yates. Is that adequate, in your judgment, to protect the public 
interest ? 

Mr. Demnuer. That is a matter of opinion and I would answer it 
this way: I think the Commission has made a good record. I cite 
the Hoover Commission report of 1949, which said that the Securities 
and Exchange Commission was an example of a regulatory agency at 
its best. If the Securities and Exchange Commission is an example 
of a regulatory agency at its best—and I am proud to say I think it 
is—then I would say I think it has been carrying out its responsibilities 
adequately. Of course it could do better. 

Mr. Yates. From what viewpoint did the Hoover Commission ex- 
press its opinion, from the viewpoint the Commission was performing 
its functions efficiently and economically, which is the field in which 
the Hoover Commission was operating, or did it mean you were per- 
forming adequately the policing duties delegated to you by the Con- 
gress? 

Mr. Demmtrr. Looking at the processes of capital formation and 
the capital market as a whole, I think the Securities and Exchange 
Commission has done a good job. It has not been a perfect job, but 
T would concur in Mr. Patterson’s conclusion that we do not have a 
manipulated market. I think with respect to the issues of new secur! 
ties, that the incidence of fraud is very low. As far as the activities 
of brokers and dealers, I would say the incidence of fraud has been 
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jw and the violations have been low. On some of the regulatory 
responsibilities — 

Mr. Yates. May I interrupt there and ask, when you say the in- 
eidence of violations by brokers and dealers has been low, do you know 
this to be true in view of the fact that you testified you have not 
made as many investigations as you should have made in recent years‘ 
Is that predicated on investigations you have made? 

Mr. Demmter. It is predicated on those and also on the absence 
of complaints from the public. Most law enforcement agencies are 
actuated by a complaint from the public rather than an investigation. 
| do not know if the analogy is good, but most policemen do not walk 
into homes to see if a man is beating his wife. 

Mr. Yates. The analogy is not good. Do you not have the burden 
of investigating to see if the brokers are violating the law? 

Mr. DemmMter. We have a discretionary power to investigate the 
hooks of brokers and dealers, and the extent to which we exercise 
that power is dependent, (@) on our discretion and (4) on the amount 
of money we have available. Yes; we could do more of it. 

Mr. Yates. In response to one of Mr, Thomas’ questions you stated 
that you were doing the best you could within the limits of your 
means. The thought occurred to me whether your means are ade- 
quate to perform the functions Congress gave you to perform. Are 
there any soft spots in the Commission’s activities that should be 
firmed up rather than limiting yourself to the amount you did limit 
yourself to when you went tothe Bureau of the Budget ? 

Mr. Demmuer. I would say we have considered ourselves to be 
bound by the general program of curtailing rather than expanding 


expenses, and under those circumstances we proceeded on the theory 
of asking for money to carry on the work of the Commission under 
the standards which, from the standpoint of the public generally, 
vemed to have produced good results to date. 


COMMISSION WORKLOAD 


Mr. Yares. All right, then let me ask you this question: Page 1 
of your justifications shows your appropriation for the years 1951, 
1952, 1953, 1954, and 1955, and it shows a reduction each year. Has 
there been also a reduction in your workload for each year? 

Mr. Demmuer. No; there has not been a reduction in our workload 
for each year. 

Mr. Yates. As a matter of fact, there has been an increase in your 
workload, has there not? 

Mr. Demmuer. I think generally speaking, overall, there has been 
some increase in the workload, but not materially. 

Mr. Yates. Does not the increased activity in the market give you 
in additional workload? Did you have the same activity in the 
narket in 1951 that you have at the present time ? 

Mr. Demmer. The number of shares traded would not necessarily 
te indicative of the workload of the Commission. We have not had 
isevere increase in the number of inquiries in the sense of inquiries 


into manipulation. I think we have improved our procedures 
somewhat. 
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Mr. Yates. I wonder if your answer can be reconciled with \p 
Woodside’s, who stated that the Commission was faced with offering 
of $10 billion last year. 7 

Mr. Demmter. $5.5 billion. 

Mr. Yates. What was the $10 billion figure he testified to? 

Mr. Demouer. Public offerings? 

Mr. Woopsine. For calendar year 1954 we had 700 and some regis 
tration statements for offerings of $10 billion. 

Mr. Demmter. Where do you get that figure? 

Mr. Woopsiwe. That is for the calendar year. 

Mr. Yates. He said that was the biggest offering since 1946. 

Mr. Woonsine. I said dollarwise it was the largert year we had ey 
had, and the second largest year from the standpoint of statemen 
or registrations filed. 

Mr. Yares. Is there not a relationship between an increase in work. 
load and the number of offerings ? 

Mr. Woopsipe. From the point of view of my division there cer 
tainly is; yes, sir. 

Mr. Yates. Is there from the point of view of the other divisions! 

Mr. Woopsipr. I would think to a certain extent there is. 


INVESTIGATIONS OF BROKER-DEALERS 


Mr. Yates. What evidences of manipulations did the Commission 
uncover during the last 6 months? 

Mr. Demmter. Mr. Patterson, do you want to answer that? 

Mr. Parrerson. We have made a lot of investigations. We are stil 
in the process of investigating cases that are before us. We have not 
come to any conc ‘lusions. 

Mr. Yates. Will you tell the committee what types of manipulations 
you look for? 

Mr. Parrerson. We look first for unusual movements in particular 
stocks. 

Mr. Yares. Does your particular division have jurisdiction of in 
vestigating broker-dealers ? 

Mr. Parrerson. We have policy supervision. 

Mr. Yates. Who investigates them ? 

Mr. Parrerson. The regional offices. 

Mr. Yates. Do they report violations to you ? 

Mr. Parrerson. Yes. 

Mr. Yates. Have there been any in the last 6 months? 

Mr. Parrerson. Of manipulations? 

Mr. Yates. What evidences of violations have you discovered in 
the last 6 months, and I include your central office and the regional 
offices as well. 

Mr. Parrerson. In the fiscal year 1954 there were total indicated 
violations of 1,063 for various reasons: Financial difficulties, book- 
keeping rules, and so forth. 


The investigations we make are more or less of a preventive nature, 


to stop things like manipulation or fraud before they happen. 

Mr. Yates. How many of the 1,063 violations were serious ani 
how many were purely technical? There is a distinction that can be 
made on that basis, is there not? 
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Mr. Parrerson. I would say about 50 percent were of a fairly seri- 
ous nature and the others were more or less technical violations. 

Mr. Yates. What portion of the discovery of those violations was 
due to complaints and what portion was due to your own investigation ¢ 

Mr. Parrerson. I think these 1,063 were due to our own investi- 
gations. 
~ Mr. Yates. How many complaints did the Commission receive in 
the last 6 months ? 

Mr. Parrerson. I can answer that, I think, Mr. Yates, by telling 
you the number of cases we had. 

’ Mr. Yates. Does each case represent a complaint ? 

Mr. Patrerson. Not necessarily; a complaint or some reason we 
have to suspect a violation. 

Mr. Yates. How many complaints did you have, without respect to 
the number of cases ? 

Mr. Parrerson. I would say the complaints would probably be at 
least 1,000, and those on which we start investigations would be about 
i) percent of that. 

Mr. Demmter. Mr. Riordan, do you have anything to add? 

Mr. Rrorpan. I recall that we averaged about 1,500 complaints a 
year, 

' Mr. Yates. Who do you receive complaints from ? 

Mr. Rrorpan. From the public. 

Mr. Yates. You do not receive complaints from broker-dealers 
themselves ? 

Mr. Rrorpan. No. 

Mr. Yates. What is the nature of the complaints you receive from 
the public? 

Mr. Riorpan. There are all sorts of complaints. They may have 
bought securities and want to complain of the prices charged; mis- 
representations made and things like that. 

Mr. DemmuEr. To round out the picture a little bit on the manipula- 
tion matter, I think the manipulation is not indicated by the ordinary 
technique of broker-dealer inspection. If there is a certain price 
movement in a stock that would indicate something unusual, there will 
bean immediate inquiry made by our New York office of the specialist 
in the stock as to who is doing the buying and who is doing the selling. 
That might stimulate an inquiry of the brokers from whom the stock 
originated, and then perhaps of the customers. These manipulating 
inquiries have more of a prophylactic effect than the effect of leading 
to proceedings. When it is known on the street that our people are 
asking questions about the movement of securities, perhaps there are 
fewer potential manipulations that develop into actual manipulations. 


ADEQUACY OF FUNDS TO CARRY OUT STATUTORY DUTIES 


Mr, Evins. You referred previously to the past 4 years of appro- 
priations for the Securities and Exchange Commission. 
What has been the amount of money that has been requested for the 


vork of the Commission, say, for the past 10 years, or the past 12 
Vears ? : 


58616—55—pt. 1——-34 
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Mr. Dem™Mter. Since you are going so far back beyond my time, 
Mr. Evins, I would have to ask Mr. Riordan to furnish some inform. 
tion on that. 

Mr. Riorpan. Approximately 15 years ago we had an appropris. 
tion of close to $5 million; that was before any of the pay increase 
became effective. 

Mr. Evins. Yes. 

Mr. Riorpan. Under that appropriation we employed some 1,70 
employees. 

Mr. Evins. That was the point I wanted to inquire about. It js 
my understanding that at one time you had approximately 1,80j 
employees? And a much larger appropriation for performing your 
work assigned by Congress. 

Mr. Riorpan. That is right; I think that was 1941. 

Mr. Evins. And now you are down to some 600 employees ? 

Mr. Rrorpan. 692. 

Mr. Evins. You are estimating 699 for this next year. Now, in 
that connection, with reference to the point my colleague, Mr. Yates, 
asked about, I think it might be well to emphasize: Do you feel that 
this amount of money and this number of personnel is adequate to do 
the job which Congress imposed upon the Commission ? 

Mr. Demmuer. In a way, Mr. Evins, I think I have answered that 
question to the best of my ability, but there are a few things which 
might be enlarged upon just a trifle. One of them is that in the field 
of broker-dealers inspection, we are, to some extent, duplicating the 
inspections which are carried on by the National Association of Se- 
curity Dealers, which is a registered assocation, and which has certain 
statutory responsibility under section 15 (A) of the Securities Ex- 
change Act. 

We are also, to some extent, duplicative of inspections which are 
‘carried on by the several stock exchanges, whose inspections of course, 
refer only to violations of their own rules. The National Association 
of Securities Dealers does not conduct any inspections into the same 
sort of things that we do. There are also inspection powers under 
the statutes of many of the States, although, unfortunately, I think 
the statement is generally true that the State commissions do not have 
the wherewithall to carry out their inspection powers to anywhere near 
the same quantitative coverage as we do, but all of it in the aggregate, 
it must be understood 

Mr. Evans. (Interposing.) Granting the fact you say you think you 
are doing an effective job, and we certainly hope that you are, as you 
have pointed out that, together with the Federal Trade Commission, 
you are jointly working together on statistical reports, and you point 
out in your statement that you have called the attention of the Congress 
from time to time to the need for funds for certain investigations, and 
I just call your attention for a moment to the language you use, In 
which you said you feel that the responsibility should be placed at the 
doorsteps of the Congress in the future, for further failure or delays 
and here is what you say in your statement : 

Taking into consideration the growing significance of investment companies 
as holders of equity securities traded in the market, we consider that the Congress 


should assume the responsibility for any further postponement of such a study 
of investment companies. 





We do not want you to come up here and say that it is the Congress’ 
esponsibility if something goes wrong in the stock market, or with the 
onomic situation, because we are endeavoring to provide you with 
uficient funds and sufficient staff to do the job which the Congress has 
uposed upon you to do. prt 
Mr. Demmuer. In effect, that is why we have asked for additional 
ynds in 2 areas, 1 in the matter of service companies, under the Public 
‘tilities Holding Act, and the other the study authorized by section 14 
{the Investment Company Act. 

Now, talking about the 2d one 1st, the study of the size of investment 
ompanies was authorized in the act passed in 1940. The study has 
ever been conducted and in the budget submission for the last number 
f years, it has been indicated that no funds were being requested for 
at particular study. 

We are asking for those funds for this particular year, because we 
feel that investment companies have grown to such a size that that 
tudy should be made. 

| think it is essentially the responsibility of the Congress to provide 
the funds and if the funds are not provided, then I think, at least, 
it should share the responsibility. 

Mr. Evins. Of course, the Bureau of the Budget gave you all the 
funds requested for fiscal 1956, but the point I am trying to make is 
isthat your Commission is not doing fully the job which the Congress 
imposed upon the Commission. 

You have asked for $80,000 for printing of reports that have ac- 
cumulated over the past several years. Do you not think that your 
investigative work and the enforcement of the Public Utility Holding 
Company Act, would be money better spent than the expenditure of 
$80,000 for the publication of old decisions. 

Mr. Demmer. That is a question of weighing the interests. But 
Ido think that, having available for the use of the public information 
is to what the policies of the Securities Exchange Commission are, 
isa matter of great importance. I think, frankly, that there is 
entirely too widespread ignorance on the part of the general public 
ofthose policies. I think that is important. 

Mr. Evins. We are all for education, of course, and we are all 
for publishing decisions and bringing them up to date, but that does 
not answer the question which was whether or not, in your opinion, 
vou do not think that this money, $80,000, would be better spent in 
making one of these studies or investigations 

Mr. Demmuer. Of course we are asking for both. 
Mr. Evins. You are asking for both? 
Mr. Demmer. Yes. 
Mr. Evins. As I understand your functions—and I might add 
that I used to work for a time with the FTC, although I am not fresh 
ip on the work of either the FTC or the SEC—the Securities and 
Exchange Commission grew out of a study or a report of an in- 
vestigation of the Federal Trade Commission of the public utility 
companies of this country. 

Commissioner Healey at one time conducted such an investigation 
ind at a later date became a member of the SEC. Is that correct? 
_Mr. Demmuer. Well, your statement is correct with certain modi- 
ications, that the Securities Exchange Act grew out of Pecora in- 
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vestigations. The Securities Act of 1933 might have had some of jig 
provisions influenced by the Pecora investigation but the gener 
idea of the Securities Act is not new; that is to say, the disclosyy 
»yhilosophy system goes back to the English Companies acts. 
aa to reports that the Congress made as long ago as 1902. 
lic Utility Holding Company Act did grow out of the power studig 
made by the Federal Trade Commission, and for the first year th 
Securities Act of 1933 was administered by the Federal Trade (Coy. 
mission. The Securities Exchange Act of 1934 created the Securitig 
and Exchange Commission. 

Mr. Evins. The Public Utility Holding Act was passed in 1935: 
that correct ? 

Mr. Demnoter. That is correct. 


DIXON-YATES CONTRACT 


Mr. Evins. The TVA Act was passed in 1933, which was 2 years 
prior to the passage of the Public Utility Holding Company Act. | 
that act public power is declared to be in the Federal public interes, 
For some 20 years, public power and private power have gone along 
side by side, hand in hand, without any great difficulty until the hs 
few years. The so-called Dixon-Yates plan of Government-industry 
financing represents the ultimate dream of the private power monop- 
oly. Itisa deal to break the TVA “yardstick” of low power rates ani 
the entering wedge to kill the TVA. The assistance of your Con. 
mission is needed to protect the public interest. 

I made a note here of one of your statements, when you were talk- 


ing about the enforcement of the provisions of the Public Holding 
Company Act, and you stated that : 


This— 
(the Public Holding Company Act)— 


is some of the basic economic literature of our country. 


I think it is more than basic economic literature. IT think it is exis: 
ing, live, important law. 

Mr. Demnter. I am not defending my phrase, economic literatut, 
since I did not mean its as ancient history. What I meant was, wi 
that the decisional principles which have guided the Commission is 
applied under the Public Utility Holding Act, were set forth in th 
report of the cases under that act. 

Mr. Evins. But in speaking earlier of studies and investigations— 
under that statute, you have very strong powers given to you by the 
Congress, responsibility imposed upon you by the Congress to e 
force, in other words; and, please correct me if I am in error, one of 
the purposes was to break up the utility monopolies of this country, 
the big utility combines that were governed from Wall Street, and to 
put them out in the States, or in smaller groups where they cot! 
be regulated by the State commissions or local municipalities. 

After that so-called breakup took place, you were also given pow?! 
in that statute, as I understand it, to prohibit these companies from 
integrating and re-forming into large monopolies again. Now, yol 
have both of those powers lodged within the Commission, do you not: 

Mr. Demmtrr. Section 11 of the Public Utility Holding Company 
Act provides certain standards for integrating public utilities ani 
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olding company systems. That is, it requires that the holding-com- 
any systems which are permitted to survive should be integrated 
wiblic utility holding-company systems. 

Mr. Evins. Does not that standard obtain in the law, in one of the 
ovisions of the law, in which the authority was lodged with the SEC, 
obreak up holding companies, utility combines, if they are not found 
to be in the public interest ? 

Mr. DemMLeR. What we are required to do is 

\ir. Evins. And you have been given that very specific power in 
he statute ? 

Mr. DemMLER (continuing). Is to reduce the sprawling holding- 
ompany systems which prevailed prior to 1935, to reduce them to a 
ingle integrated holding-company system. 

Mr. Evins. You are also charged with the responsibility, or given 
the standards of action and power, to prohibit them from re-forming 
or regrouping where they are not in the public interest. 

Mr. Demmier. Any regrouping would become subject to the same 
rovisions of section 11 of the Holding Company Act. 

Mr. Evins. The statute prohibits the acquisition of other utilities 
ly existing utilities, unless the acquisition can become a part of the 
integrated system operating in the public interest. 

The majority opinion of the Commission has held in your recent 
decision that the proposed Dixon- Yates project, being built in eastern 
Arkansas, tying in with the Gcoriik AWibedes Power Co., does tend to 
the development of an integrated system. One of your Commis- 
sioners held that it does not tend toward the development of an inte- 
grated system. 

Here you have Georgia and Alabama, over here together, and you 
ave Mississippi intervening, and TVA serving northern Mississippi, 
and the Dixon-Yates project is proposed for construction over in 
\rkansas. You are approving the financing of a connecting line 
from Arkansas, across Mississippi, into Alabama and Georgia, and 
here the majority opinion holds that such a situation would bring 
about an integrated system, that that is proper integration, crossing 
acompeting territory, with the result that it invades another terri- 
ory and that that is proper integration. 

Mr. Demmer. Mr. Evins, I would say with the utmost respect 

Mr. Evins. I am asking if you think that is proper integration ? 

Mr. Demuurer. Our opinion speaks for itself and I cannot, would 
lot say, any more than what we have stated in the opinion. But in 
response to your question, I would be glad to suggest that the opinion 
be furnished for the record of this committee as to the reasons given 
‘vy the Commission in this matter. 

__ Mr. Evins. Mr. Chairman, if it is so approved by our chairman it 
itis all right to have both the majority and the minority opinion, 
0 far as I am concerned, included in the record. 

Mr. Tomas. Would you like to have it made a part of the record? 
How long is it, Mr. Demmler ? 

Mr. McDowett. I have a copy of it here. 

Mr. Demmerr. It is 42 pages, plus maps. 

Mr. THomas. Suppose you have the majority and the minority 
opinions left with the committee, if you do not mind. 

Mr. Evins. It is my feeling that the Congress gave the Commission 
‘erfain delegated powers and responsibilities against the reforming, 
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the reintegration of the private utility monopolies once they were 
broken up. Here the majority opinion has allowed them to reform and 
to integrate in a manner that is not in the public interest; Southery 
Co. is not contiguous with the proposed Arkansas utility. Such q 
hookup would have to cross or invade another service territory, 

Did not the Commission at one time order the divorcement of the 
South Carolina Power Co. from the Southern group of Georgia and 
Alabama? Was there not a decision or action in that regard in the 
past ? 

Mr. DemmMer. My recollection of that decision is that the—a go. 
called 11 plan submitted by the Southern Co. provided for the divorce. 
ment of the South Carolina Power Co. 

Mr. Evins. When was that decision handed down ? 

Mr. Demnuuer. Mr. Rowen, do you remember that? 

Mr. Rowen. In 1947. 

Mr. Evins. In 1947, the Commission held that the South Carolina 
Public Power Co. could not be a part of the system ? 

Mr. Demmier. That is, it approved a plan which so provided. 

Mr. Evins. Now, the Commission, in effect, has reversed itself and 
says that the one in Arkansas can be integrated properly with the 
Southern System. 

Mr. Demmier. I would say that the opinion in the Mississippi 
Valley Generating case, or the Dixon-Yates case, speaks for itself as 
to whether or not that amounts to a reversal. 

Mr. Evins. It is strange indeed to know how the Mississippi-Val- 
ley Generating Co. and the Alabama-Georgia Power Co. can comply 
with the statute by building a plant some 250 miles away over in 
Arkansas, in another territory and receive Commission approval for 
such integration as proper in the public interest, under the circun- 
stances and the provisions of existing law. 

I would like to ask the chairman if he conferred with the Presi- 
dent—President Eisenhower—about this matter prior to the decision 
of the Commission in the so-called Dixon- Yates case ? 

Mr. Demnter. I would say, sir, that under the principle of the 
President’s letter to the Secretary of Defense dated about May 1/, 
1954, that such a question would be one that I am required to most 
respectfully decline to answer. 

Mr. Evins. Well, had you, or any member of the Commission, ¢on- 
ferred with others at the White House, or with officials of the Budget 
Bureau, prior to this decision ? 

Mr. Demmter. Most respectfully, sir, I make the same answer. 


CHAIRMANSHIP OF THE COMMISSION 


Mr. Evins. At one time did not the Securities and Exchange Com- 
mission operate through a so-called rotation chairman system; that 
is, where the chairman was elected by the Commission each year: 
whereas now we have a permanent chairman, who is appointed by the 
President for a term of office? 

Mr. Demmter. Mr. Rowen, will you answer that ? 

Mr. Rowen. We never had a rotation plan in the Commission. | 

Mr. Evins. Did not the Commission at one time elect its own chalr- 
man ¢ 
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Mr. Rowen. It elected its own chairman and he remained in office 
as long as the Commission chose to keep him there, until plan 10 
was adopted back in 1951. 

Mr. Evins. And prior to that time, you had a quasi-judicial body— 
a bipartisan board—in which all of the commissioners were of equal 
importance in their standing, in their prestige, and in their power. 
Would that be correct ? 

Mr. Rowen. I think that is a fair summary. 

Mr. Evins. And since plan 10—the Hoover plan—and I have 
heard it said a lot of times that a lot of sins have been committted 
under the banner of being a Hoover reorganization plan or program— 
but now, instead of having commissioners with equal standing, and 
with equal power and prestige, we have a system of direct influence 
and control by having a permanent chairman appointed by the Presi- 
dent and subject to his will and power of removal. 

Mr. Demmuer. Let me say, on behalf of my colleagues who are 
members of the Democratic Party, that they are not second-rate com- 
missioners. Of course, I realize that you were speaking in jest on 
that. Let me say this, Mr. Evins, regarding the allocation of fune- 
tions to the chairman under plan 10, the chairman is vested with 
administrative and executive responsibility. So far as what might be 
called decisional processes of the Commission, the chairman is just 1 
of 5 voices. As a matter of fact, I think that my 4 colleagues would 
agree With me that, even with respect to administrative and executive 
matters, the whole Commission is consulted. 

I cannot recall any disagreement that we have had among ourselves 
with respect to any such matters. Naturally there is 

Mr. Evins. In the minority opinion very recently there was a dis- 
agreement among the Commissioners. 

Mr. Demouirr. I am speaking of the administrative and executive 
matters. With respect to decisional matters, each one has a voice. 

Mr. Evins. Do the lawyers in your Commission feel that they have 
the freedom for arguing cases, from one point of view to the other, 
with the Commission set up as it is now, with the chairman dominating 
the situation thus and sof Do you sense that feeling, that there has 
been a stifling of independence of legal opinion ? 

Mr. Demmirr. I would say what Judge Frank one time spoke of as 
something to be desired; namely, that intellectual insubordination is 
as prevalent in the Commission as it ever was: we argue out a great 
many propositions on the Marquis of Queensbury rules. And I have 
not known any hesitancy to speak up. I do not think that the au- 
thority of the chairman with respect to the executive and administra- 
tive matters has made any difference. 

Mr. Evins. I do not think that evil exists alone in the Securities 
and Exchange Commission; I think it pertains perhaps in other 
Commissions; and when you have one man directing the policies 
and running the matter, as compared with the quasi-judicial setup, 
an equal standing among all, that it makes for more and better 
judicial opinions—rather than an adminstrative fiat or order. 

Mr. Demater. I just do not see that the authority of the chairman 
over administrative and executive matters has changed the intel- 
lectual freedom, or even the power, of each individual commissioner. 

Mr. Evins. What I am trying to find out, to be very frank, is 
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whether or not the President or the Bureau of the Budget, or anybody 
in the White House, influenced the decision of the Commission in this 
Dixon- Yates matter, or whether you acted on your own independence 
in the matter of your decision in that case. 

Mr. Demmter. I would say that we are all sworn to administer the 
statutes which are committed to our jurisdiction. I can speak only 
for myself. I do not know of any instance, Dixon- Yates included, in 
which I have had any mental reservation with respect to my faithful. 
ness to my own oath of office. 

Mr. Evrns. I was not intending to imply that, Mr. Chairman, but 
I was trying to find out, since we have the one permanent chairman, 
instead of a rotating chairman system, or a chairman elected by the 
membership, whether policy direction is coming from one source or 
is made by the Commission itself. 

Mr. Demmter. I would say that the policy direction with respect 
to the administration of the statutes is made by the Commission. 

Plan 10 so provides, as my colleague, Mr. Adams, points out. 


WORK OF THE CORPORATE REGULATION DIVISION 


Mr. Evins. I was a little disappointed personally, and frankly, 
in the matter of your testimony, that the work in connection with 
the public utility and holding companies; that is, that the work of 
the Corporate Regulation Division, was practically completed, that 
you indicated there was not much more work to be done. 

Mr. Demmuer. Well, Mr. Evins, if I may be permitted to correct 
you: What I indicated and what our submission shows, is that the 
so-called work under section 11 is completed. Now, I wonder if | 
might go on and talk about that for just a moment. There were— 

Mr. Evins. I think the trend today implies that there needs to be 
more enforcement in that field. 

Mr. Demmtuer. If I may be permitted to complete my answer. 

There were a number of proceedings under section 11; that is, a 
breaking up of systems, and the creation, in connection with the break- 
up of large systems, of smaller systems, that those proceedings many 
of which go back 15 years, are now largely completed. 

Now back in 1947, I think, the Commission testified—and at what 
hearing I am not sure—that there were about 214 more years of work 
under section 1] proceedings. 

Subsequently, in about 1951, or 1952, the same prophecy was made; 
and in 1955, just 1 day last week, we had a conference with the Inter- 
state and Foreign Commerce Committee of this House and the same 
question was asked, as to whether we could give a prophecy as to when 
the section 11 proceeding would be largely wound up. As a matter 
of fact, they have been largely wound up now. There are certain 
matters which still require cleaning up, certain problems which are 
left over. 

Mr. Evins. Do you not think that the fireman must always be on 
the alert—that the policeman must constantly be on the beat ? 

Mr. Demnier. Oh, I do not question that at all. 

Mr. Evins. The breakup may have occurred but my view is that 
the trend is now in reverse and that with decisions like Dixon- Yates 
monopolistic private utilities can consolidate and form large utility 
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holdings and regroupings again under that specific penaes of the 
statute, you have very specific delegated powers of enforcement. Am 
[not right ? . 

Mr. Demmuer. I would say your general statement is correct. In 
other words, that we have the same powers under section 11 as we have 
always had. 

Mr. Evrys. Do you feel that there is no need to exercise that power 
at this time ? 

Mr. DemMter. I do not think I so stated. 

Mr. Evins. You stated that— 


I have an opinion and none of the rest have a contrary opinion. 


Mr. DemMter. I think that was with respect to the matter of the 
powers of the chairman. 

Mr. Evins. My point was, whether or not you were supposed to 
speak for all of the other Commissioners. 

Mr. DemmLer. On matters of policy? I certainly do not because 
(a) it is not my disposition, and (b) I am quite certain I would be 
batted down quite promptly if I did. 

In those cases in which I say I think I am speaking for all of the 
Commissioners, I am speaking because of my knowledge of what they 
feel. There are at least two of them here, and they can so indicate if 
there is any difference of opinion. And I might add at this point 
that in addition to Mr. Goodwin being absent because he was called 
away, Mr. Armstrong who was here this morning, has left because he 
went to Chicago to a wedding ceremony of his brother. 

Mr. Evins. Mr. Thomas, our chairman, asked you a question earlier 
about the economic situation and you refused to answer; but you re- 
ferred it to one of your subordinates. You did not want to be on 
record in making a statement of that kind ? 

Mr. Demmer. No, I think that is not quite correct. The question 
which I referred to Mr. Patterson, the Director of the Division of 
Trading and Exchange, was the extent to which the current market 
might be manipulated. TI felt that he was more qualified to answer 
that question than I. 

Mr. Evrns. I rather felt, and I think my colleagues on this side 
rather felt, that there was a large amount of secrecy and a lack of 
giving = committee full information on some of the questions pro- 
pounded. 

Mr. Demorer. If I had the competence to answer a question with 
respect to the economic situation of the country, I would be a better 
man than I think Iam. We have a vast amount of statistical infor- 
mation on the subject, from which I think we might individually draw 
a different conclusion. 


DUTY OF COMMISSION TO ENFORCE LAWS 


Mr. Evins. Regarding the use of the powers which the Congress 
has given to the Commission, if the Commission felt that the powers 
should not be used, or if it is a bad law, I think the Commission ought 
to come to the Congress and recommend that the law be amended or 
repealed, but as long as the statute is on the books, I think it is the 
duty and responsibility of the Commission to enforce it and vigor- 
ously, I might add. 
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Mr. Demmuer. I could not agree with you any more fully. I do no 
think it is bad law. And I think we have the responsibility to ep. 
force it, and I think we are enforcing it to the best of our ability, 

Mr. Evins. You do not feel that the so-called Dixon- Yates combine 
permits invading the. territory of another coordinate public-powe 
field ? 

Mr. Demourr. I think that within the field of our jurisdictioy, 
which incidentally is quite limited, that our views on that subject ar 
_ fully set forth in the opinion which has been made a part of the 

records of the committee. 

Mr. Evrys. Do you feel that there is a place within our economy for 
hoth public power and private power ? 

Mr. Demmurr. Speaking as a citizen, I say, yes, sir. Speaking with 
respect to the attitude of our Commission on that subject, it has his. 
torically been the policy of the Commission not to inject itself into 
controversy. 

DIXON-YATES CON'TRACT 


Mr. Yares. In connection with the opinion of the Commission in 
the Mississippi Valley Generating Co. case, did not the application of 
the company cover as well, the seeking of authority to issue bonds! 

Mr. Demourr. No, it did not. 

Mr. Yates. Is there not an application of the company pending 
for the issuance of bonds for the construction of a powerplant / 

Mr. Demmter. None has been filed to my knowledge. 

Mr. McDowet.. One will be filed. 

Mr. Yarrs. What would happen in the event the Commission dis 
approved the application for that bond issue / 

Mr. McDoweii. It would be denied. 

Mr. Yares. What would happen to the stock then? You have al- 
ready approved the validity of the stock as being necessary but if 
they cannot get the money to build the plant, what value will the 
stock have? 

Mr. McDowe t. I think that is all covered in the opinion that has 
been referred to. 

Mr. Yares. Well, I intend to read the opinion later but can you 
give me an answer without reading the opinion ? 

Mr. McDowe tt. I think the Commission has spoken on it; I can- 
not give you one—— 

Mr. Yates. If you cannot give me one, can someone else give me 
one / 

Mr. Demmuer. I would say, Mr. Yates, that with the utmost respect, 
I believe that what we have to say in that particular problem, which 
is dealt with in the opinion, is limited to what is in the opinion. 

Mr. Yares. I see. 

Mr. Evins. But the opinion, in effect, guarantees to the Dixon 
Yates people, insures them, a rate of 8 or 9 percent on the equity; and 
after the Government has furnished substantial capital funds and paid 
for it, in 25 years the development belongs to the private utility com- 
bine who are in position to gouge the public, if they so determine, 
over the next 25 years. In other words, it has an 8 or 9 percent re- 
turn guaranteed, and the Government has in large measure, helped to 
finance the project. 
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Mr. Yares. You wanted to ask him a question ? 
\Mr. Evens. I am asking whether my observation of the deal is not 
aibstantially correct ? 

Mr. Demmurr. I would say that the opinion guarantees the com- 
pany nothing. 

“Mr. Yares. Except the right to issue stock. 

Mr. Demaier. That is right; it permits the Mississippi Valley to 
sue stock and it permits Middle South & Southern Co. to acquire 
shares of stock. 

Mr. Yates. Is there any relationship between the company which 
made this application and the Electric Bond & Share Co.‘ 

Mr. Demmuer. Neither company is a subsidiary or bears any cor- 
porate relationship, by way of stockholdings, to Electric Bond & Share. 
“Mr. Yates. Is there any relationship through common directors or 
officers 

Mr. Demmer. No. 

Mr. Yares. Did either the company or the officers have any par- 
ticipation in the construction, or in the company, which makes up 
Electric Energy, Inc. ? 

Mr. Demmer. Southern Co. did not. Middle South Utility has 
participated in the Electric Energy, Inc. 

Mr. Yares. Who was instrumental in hiring Ebasco for the job of 
constructing that job ? 

Mr. Demmuer. All I know is the testimony. 

Mr. Yates. Yes? 

Mr. Demmuer. Before us it was indicated that Middle South en- 
gaged the services of Ebasco. The particulars and details of it, 1 do 
not know. 

Mr. Yates. Middle-South—do you mean the details were not 
brought out in the presentation before you / 

Mr. Demater. I just do not recall, frankly, what services—I know 
they made an engineering study. 

Mr. Yarrs. Would the question as to whether or not Ebasco did a 
good job for Electric Energy, Inc. enter into the approval or dis- 
approval of that application for the issuance of stock, in connection 
with the Mississippi Valley Generating Co. ? 

Mr. Demacier. I would say again, what entered into our considera- 

tions are set forth in the opinion, and I would confine my response to 

“ opinion itself which has been furnished the committee, Mr. 
ates, 

Mr. Yares. Would the performance in other instances be given 
consideration by the Commission in determining whether or not the 
company could perform, could undertake to perform, the services for 
which stock was issued ? 

Mr. Devater. I do not know of any other instance in which the 
‘ommission has entered into such a determination, because of the 
very limited character of our jurisdiction. 

Mr. Evins. Would the Chairman care to express an opinion as to 
whether or not the Atomic Energy Commission could have contracted 
for building of such facilities as it might have needed on its own, 
rather than contracting for power as a broker for another agency of 
Government. . 
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Mr. Demmuer. I would not care to comment on that because jt js 
not within our jurisdiction. I think section 21 of the Public Utilit, 
Holding Act would bar us from any such inquiry. 


SENATE HEARINGS ON DIXON-YATES CONTRACT 


Mr. Yates. There were hearings before a subcommittee of the Sep. 
ate some months ago, at which one James G. Steitenroth, who was the 
secretary-treasurer of the Mississippi Power & Light Co., testifie 
regarding certain manipulations by the company, for which he was 

d uchanes Commission investigaty 


an officer. Did the Securities an 
his testimony ? 

Mr. Demoter. Yes. 

Mr. Yares. Did you make any findings with respect to it? 

Mr. Demmuer. Not directly. We permitted to become effective the 
registration statement of the Middle South Utilities, Inc., under the 
Securities Act of 1933, and we permitted to become effective a declar. 
tion with respect to that financing, under the Holding Company A¢, 
We also permitted to become effective a registration statement with 
respect to the preferred stock of the Mississippi Power Co., under 
both the 1933 act and the 1935 act. 

Mr. Yates. Do I interpret the effect of your answer correctly, that 
upon investigation of Mr. Steitenroth’s testimony the fact that you 
gave approval, as you have just indicated, means that you did not con- 
sider his testimony valid and that the company did not engage in 
any manipulations? 

Mr. Demmnter. I think that perhaps you 

Mr. Yates. I do not know what the effect of those decisions mean 
I asked you a question and you have stated that you permitted the 
applications to become effective. Now, I do not know whether this is 
an answer to my question 

Mr. Demmter. I am trying to answer your question. 

Mr. Yates. Or whether it is a conclusion. 

Mr. Demmier. You referred to—you used a term “manipulations” 
as used by Mr. Steitenroth 

Mr. Yates. He did testify as to manipulations; did he not? | 

Mr. Demmter. I am just questioning your choice of the worl 
“manipulations.” 

Mr. Yates. What is a better word? 

Mr. Demnter. He indicated, for example, that the company kept 
two sets of books. 

Mr. Yates. Would you not call that a manipulation ? 

Mr. Demmer. Yes—well, as a matter of fact, it seems that there 
were not two sets of books kept; it was simply certain records of tai 
adjustments which would indicate the difference between tax accoult- 
ing and corporate accounting, which happens in any business, becat!* 
of the various rules on depreciation and the like. 

Mr. Yates. What you are saying now is that the keeping of tw 
sets of books by a company is not necessarily a manipulation ‘ 

Mr. Demmter. I said we discovered that the company was not keep- 
ing two sets of books. I think, if you want to get into the details 
of that matter, perhaps Mr. Woodside might furnish the committe 
information more accurately than I could, because he was closer ( 
the matter. 
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. Mr. Yates. Well, I am just trying to get information, really. 
J tility 


Mr. Demmer. We felt that there was no reason, on the basis of Mr. 
Steitenroth’s testimony, and on our most exhaustive inquiry into the 
subject, and the inquiry made by the Federal Power Commission, 
which would require us to deny effectiveness of the financing sought 
by the Mississippi Power Co. At the time that the Middle South 
declaration and registration statements were made effective, the inves- 
. tigation was not as complete as it was at the time that the Mississippi 
tified Power Co. preferred stock declaration and registration were made 
© WHE fective. But the impact on the financial status of Middle South of 
Hgat anything that Mr. Steitenroth had said, if true, would have been 

microscopic. 

Mr. Yates. You have answered my question with respect to what 
the Mr. Steitenroth testified, as bearing upon the Wee of these com- 
. panies for approval to issue certain securities. I now ask you whether 
T the HM not Mr. Steitenroth testified—whether his testimony bore upon the 
“A question, or What bearing it had upon the question, as to whether or not 

Ct MM se companies were violating existing law. 

As I remember, the newspapers’ version of Mr. Steitenroth’s testi- 
mony, | gained the impression that the companies making up the 
Middle South Utilities Co., the Mississippi Power & Light Co. and 
its holding company, were manipulating their corporate structure in 
order to show profit and loss with respect to one or the other companies, 
or to take profits or losses out of them, and I ask you whether my 
interpretation of this testimony was correct, and if it were correct, 
whether that is a violation of the existing law ? 

Mr. Demmer. I would say that your interpretation of his testi- 
mony is not correct. 

Mr. Yates. What was has testimony, as you recall it? 

Mr. Demmuer. I would rather have Mr. Woodside answer that 
question because he would be more fully responsive to your question, 
and more completely so. 

Mr. Yates. Mr. Woodside, what is your memory of what Mr. 
Steitenroth testified about ? 

Mr. Woopstpr. My recollection is that Mr. Steitenroth testified be- 
fore a subcommittee of the Senate, Senator Langer’s subcommittee. 

Mr. Yates. That is correct. 

Mr. Woopstpr. Along these general lines: First, that as had been 
mentioned, two sets of books were kept by the Mississippi Power & 
Light Co., of which he had formerly been the chief financial officer ; 
second, that certain adjustments were made in the financial records 
of the Mississippi Power & Light Co. at the behest of financial officers 
of the holding company, Middle-South, with which he disagreed. 
And, thirdly, the general proposition that there was a lack of free- 
dom to act independently, on the part of the board of directors and 
of the officers of the Mississippi Power & Light Co. 

Mr. Yates. Just a general lack of freedom, or did he specify ? 

Mr. Woonsmng. To be specific, I think he said that he was—that 
the Mississippi Co.—did what he was directed to do by the parent 
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I think that the general tenor of his testimony. 

Mr. Yates. In the event the testimony was true, would it be a yioly. 
tion of any of the acts which the SEC has to admister? 

Mr. Woopsipe. May I answer that question by dealing with eae 
one of the subject matters I mentioned ¢ 

Mr. Yates. Answer it any way you wish to. 

Mr. Woopsipe. In the event that a company registered under thy 
1935 act and applying for financing under the Securities Act of 1933, 
was in fact keeping 2 sets of corporate records, 2 sets of books, tha 
would immediately raise a question as to the accuracy and adequacy 
of the reports, and financial statements filed with this Commission, 
and would necessarily raise in our minds a question as to whether o; 
not the company was, in fact, complying with the statutes to the ex. 
tent of the disclosures which the statute contemplated. 

We were—we made an immediate investigation, and satisfied our. 
selves on the basis of what we were assured by the company’s inde. 
pendent auditors, the officers of the holding company 

Mr. Yates. What was the name of the holding company ? 

Mr. Woopsipe. The officials of Mississippi Power and Mr. Steiten- 
roth himself, that there was no substance to the testimony that there 
were two sets of corporate books kept. 

Mr. YAres. Because, as the chairman has stated, that the record 
related to the tax evaluation of the company ? 

Mr. Woopsmr. Historically, the tax returns for the Mississippi 
Power & Light Co., and in fact, all four companies in the system, 
had been prepared in the office of the Middle South Holding Co. in 
New York. 

Mr. Yates. Yes. 

Mr. Woopsinr. The reason for that being a very practical busines 
reason, that, for the purpose of tax returns, the companies in the 
group would receive certain benefits through filing a consolidated re- 
turn, and that it would be more expensive to the various companies 
to try to file returns separately. And that made sense. That is done 
all the time; that the system file the return, and not separate returns 
by the companies. The records to which he referred— 

Mr. Yates. Were tax records? 

Mr. Woopsine. Were tax records, those records were necessary il 
the preparation of the consolidated tax returns. 

Mr. Yares. Just by way of amplification at this time: Did they 
have a third set of books for security ? 

Mr. Woopsipe. No, not to my knowledge. 

Mr. Evins. Did the Securities and Exchange Commission or the 
Federal Power Commission give the clean bill of health to the holding 
company in New York and to the Mississippi Power & Light Co.! 
Which one gave the clean bill of health? 

Mr. Woopsipe. I am not sure that I understand the question. | 
think I am right, that the primary responsibility on the internal 
records, and for conformance with these standards for uniform ac- 
counting on the part of the utilities, is under the jurisdiction of the 
Federal Power Commission, and I think I am correct in saying that 
we have never adopted uniform rules of accounting for operating 
companies. 


4 





Mr. 
has g) 
Comn 

Mr. 
on the 

Nol 

Mr. 
of thi 
it ser” 
essent 

Mr 
cet of 

Mr 

infor 

Mi 


recol 
ot t] 
free 
prin 
chee 
duri 
pan 
chal 

T 
had 
bee) 
beet 
con 
pul 
qui 
resi 





viola. 


each 


r the 
1933, 
that 
uacy 
sion, 
T Or 
eX. 


Our- 
nde- 


fen- 
lere 


ord 


ppi 
m, 


In 


PSs 


he 


——s <> 


541 


Mr. Evins. In other words, the Federal Power Commission itself 
has given the clean bill of health and not the Securities Exchange 
Commission ¢ 

Mr. Woopsipr. That is the way I understood the report they made 
on the subject. 

Now, may I say with respect to the second thing I mentioned— 

Mr. Osrervac. Do I understand correctly, that your interpretation 
of this double set of books was that there was nothing wrong and that 
it served a useful purpose. In other words these double records were 
essential for tax purposes. 

Mr. Yares. He said that it was the standard practice, to have one 
wt of books for evaluation purposes and another set for tax purposes. 

Mr. Woopsiwr. What I am trying to say is that on the basis of the 
‘nformation that we secured, there were not two sets of books. 

Mr. Yates. Off the record for a moment. 

(Off-the-record discussion. ) 

Mr. Yates. Go ahead with your second part of the answer. 

Mr. Woopstpe. The second point I mentioned was that Mr. Steiten- 
roth disagreed with certain practices with respect to the keeping of the 
records of the Mississippi Power & Light, that he, as financial officer 
of the company, felt that he should have had a greater measure of 
freedom than he, in fact, had. And, as I mentioned a while ago, the 
primary responsibility on this matter of the keeping of accounts, we 
checked with the Federal Power Commission, and worked with them 
during the period when they put their men in the office of the com- 
pany in Mississippi in an attempt to ascertain whether or not the 
charges made by Mr. Steitenroth had any substance. 

The principal point as to which he differed, as a matter of policy, 
had to do with certain adjustments made in the reserve which had 
been accrued on the books for Federal taxes and the reserve which had 
been accrued on the books for depreciation. As I recall it, the parent 
company took the position that there had been an overaccrual for 
purposes of Federal income taxes, and that they requested, or re- 
quired, the transfer of certain provisions for tax payment from the 
reserve for taxes to earned surplus. 

Mr. Steitenroth objected violently to that, and, in connection with 
that, took the position that the same policy should be followed with 
respect to some other reserves. 

Mr. Yares. Did this have to do with accelerated depreciation ? 

Mr. Woopsipr. No. On the depreciation matter, apparently, there 
had been a difference of opinion of many years’ standing as to what 
the depreciation allowance should be. Without getting into the 
technical engineering accounting aspects of it, for which I do not claim 
to be competent, the conclusion of the Federal Power Commission 
accountant was that there was no substantial, material variation from 
their requirements. The conclusion of our accountants, drawn from 
our study of the situation, was that there was no departure in the 
handling of the companies’ accounts from the standards of accepted 
accounting principles, which would justify any question being raised 
by our Commission; and I might say that in connection with our in- 
qury, we also checked carefully with the independent accountants 
themselves, and we sent the chief accountant of our division to Missis- 
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sippi to interview Mr. Steitenroth, and other officers of the Mississip); 
Power & Light Co., and came to the conclusion that, as far as thy 
statutory standards of disclosure are concerned, that there was jo 
basis for us to interfere with or to deny the financing of either th 
Mississippi Power & Light or the Middle South. 

Mr. Yates. Thank you. 


AUTHORITY OF COMMISSION OVER HOLDING COMPANIES AND THEIR 
SUBSIDIARIES 


Mr. Woopswr. There is one other aspect of the testimony that you 
asked me about. 

Mr. Yares. I thought you had covered it. 

Go ahead. 

Mr. Woopsinr. No, there was a third point. 

Mr. Yarrs. Yes. This was the one which I think you wanted to 
talk about. 

Mr. Woopstpr. This had to do with the extent to which he felt he 
was deprived of a certain amount of freedom as a corporate officer, 
in handiing corporate matters. On that, all I can say is—— 

Mr. Yares. Did he limit that, in his testimony, to his own case, or 
to the case of other officers of the company. In other words, the free. 
dlom of the company itself, to do something ? 

Mr. Woopsie. I think the substance of his testimony was directed 
not only to his own position but to that of other officers of Mississippi 
Power. 

Mr. Yarers. In other words, the freedom of the company from the 
holding company ? 

Mr. Woopsipe. Yes. 

The only thing that I would say to that is this: Mississippi Power 
& Light, Arkansas Power & Light, Louisiana Power & Light, were 
all, 100-percent owned, subsidiaries of Middle South; the fourth con- 
pany in the group, the New Orleans Public Service, I think, was 
about 95-percent owned by Middle South. (I am referring to the 
ownership of common stock. ) 

Middle South, as the sole common stockholder—and I do not say this 
in defense of the system or anything— 

Mr. Yates. Yes. 

Mr. Woopsipe. I merely point out that the sole stockholder of 
company usually exercises a considerable degree of authority and is 
in position to require a subsidiary company to conform with the f- 
nancial policies of the parent company, and I gathered from our in 
vestigation that that is precisely what was happening. 

Mr. Yares. It is my understanding—and correct me if I am in 
error—of the answer which you have just given, and I ask this ques 
tion, does the SEC have the responsibility of determining whether 
one stockholder company, which owns the four companies, is permit- 
ting them to operate in the public interest? In other words, there is 
no manipulation of earnings, or any of the depreciation accounts, by 
any of the holding companies, to the detriment of the operating 
companies ? 

Mr. Woopsinz. We could find no manipulations. 

Mr. Yates. I mean, at the expense of some of the others. Do you 
have that jurisdiction ; 
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Mr. Woovswr. We have powers under the 1935 act, as to which I 
vill defer to Mr. McDowell. 

Mr. Yares. Under the reorganization ? 

Mr. Woopsine. I do not have anything to do with the 1935 act. 

Mr. Yares. Mr. McDowell, is my statement correct ¢ 

Mr. McDowEtL. What was the statement ¢ 

Mr. Yates. The statement was whether or not, where you have a 
situation such as our friend has described, a holding company owning 
4 operating companies, such as you have in Middle South, with 4 
operating companies, that it is the statutory obligation of the Securi- 
ties and Exchange Commission to make sure that the holding com- 
pany does not so manipulate the operating companies so that the 
rates paid in the areas which are served by the operating company, in 
one area Within the field, with respect to the operating company, does 
not result in undue prejudice or favor as against the other. 

Mr. McDowgtu. We do not have rate-making authority. 

Mr. Yates. I understand that. But you do have supervisory au- 
thority. 

Mr. McDowetx. Supervision? We have uniform systems of ac- 
counting for holding companies; the holding companies are not sub- 
ject to the accounting requirements of the Federal Power Commis- 
sion; they only apply to operating public utilities companies. 

Mr. Yates. Yes. 

Mr. McDowett. So far as the holding company is concerned, its 
books therefore are subject to our uniform rules. 

Mr. Yates. Then do you have jurisdiction ? 

Mr. McDowetu. We have jurisdiction under section 12 of the act, 
which was passed to regulate certain types of transactions between 
holding companies and subsidiaries, and between the various subsidi- 
aries in holding company systems. 

Mr. Yates. Yes. 

Mr. Demuer. Have you completed ? 

Mr. McDowet.. Yes. 

Mr. Demnter. I might add that under section 12, there are certain 
specific categories of transactions which are subject transactions be- 
tween brother and sister companies, and between parent companies, 
and certain types of transactions which are subject to our jurisdiction. 

Mr. Yates. What agency has jurisdiction to make sure that holding 
companies do not milk the operating companies ? 

Mr. Demner. I would say that we do under section 12 which 
gives us jurisdiction over certain enumerated types of transactions. 

Mr. Yates. Can you say that this is not taking place in the case 
of the Middle South situation ; that there is no milking by the holding 
company? Have you investigated that ? 

Mr. McDoweti. The way the holding company gets money out of 
the operating company is through dividends; they hold the stock 
of the operating company. : 

Mr. Yarrs. Yes. Presumably the milking occurs when they take 
tl unreasonable amount of dividends from the operating company, 
or maybe, to play one operating company against the other, so as to 
set a greater amount of dividends. Is that the way it has worked 
in the past? What do you understand by the term “milking” a 
company ¢ 
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Mr. McDow.E tt. I consider milking the company would be more ; 
the area of charging exhorbitant prices for services rendered, 

Mr. Yates. Do you have jurisdiction over that? 

Mr. McDoweEt.. Yes. 

Mr. Yates. Have you checked this particular operation to make 
sure that it does not exist ? 

Mr. McDowet. Yes. That is, the act prevents a holding company 
from rendering services to subsidiary companies or charging fo 
services which they have not received; no such charges are made her. 


Division oF CoRPORATE REGULATION 


COMPLETION OF SECTION 11 WORK 


Mr. Evins. The Chairman in his testimony pointed out earlier that 
in the Division of Corporate Regulation they proposed to drop 1 ad- 
ministrative assistant and 3 attorney positions because of the cop- 
pletion of the bulk of section 11 work. He stated, however: 

Two positions, 1 attorney, and 1 analyst, are needed to make an examination 
of public utility service companies under section 13 of the Public Holding Utility 
Act. 

That is the one you are talking about ? 

He stated further : 

A recent examination of reports filed by service companies indicate the desir- 
ability of increased attention to this responsibility. 

Mr. Yares. Is that your division, where you indicated you have suf- 
fered a reduction from 200 employees to 54; does this mean that there 
is that much less work for your department; that there is no longer 
the need for the administration to the extent that you needed it at the 
time you had the 200 employees? 

Mr. McDowe tt. I think the statement of the Chairman was that 
the Commission found that the work under section 11 has been sub- 
stantially completed ; the reason why the number of personnel in this 
division was so large in 1950 was that reorganization plans were then 
in process and extensive hearings on such a at were in progress. 50 
that now, after that has been substantially completed, we do not have 
the same need for the people, and we do not have the hearings that 
were going on at that time. 

Mr. Yates. Is it your division that has jurisdiction over the public 
utilities, under the 1935 act? 

Mr. McDowe .t. That is right. 

Mr. Demmter. I wonder if I could interpose at this time, Mr. Yates, 
with this observation: With respect to the number of employees i 
that particular division: As I recall, when I became Chairman of the 
Commission in June of 1953, there were 60 employees in that division. 

Mr. Yates. Yes. 

Mr. Demmter. So there has been no material reduction since that 
time. 

Mr. Yares. I think that is correct. But I have understood from 
earlier testimony that your division did have some 200 employees t0 
carry on this work? 

Mr. McDowe tt. That is what I understand. 

Mr. Yates. That was before your time, I presume ? 
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ore ip Mr. McDowetn. Yes. . ets 

\r. Yares. The question I asked was whether or not your division 
should have these 200 employees / 

“Mr. McDowetx. In my opinion, not today. 

Mr. Yates. Not today ? 

Mr. McDowetu. No. ciahy tint 

Mr. Yares. May I ask you whether or not your division has juris- 
diction over the Public Utility Holding Company Act of 1935, and 
also whether your division has the job of supervision of the opera- 
tions of interstate public utility holding companies which are engaged 
in the retail distribution of natural gas or manufactured gas‘ 

Mr. McDowett. Obviously so. . 

Mr. Yares. I was under the impression that the natural gas industry 
was a booming industry and that, therefore, the regulatory functions 
* that ME would be one that should grow with it. 

1 ad. Mr. McDowELu. Of course, the regulation of the natural gas pipe- 
COm- HM Jine companies 
Mr. Yates. Is not within your jurisdiction ? 
nation Mr. McDowett. Is under the Federal Power Commission. 
Utility Mr. Yates. I am talking about the retail distribution. 
Mr. McDoweE.u. Our regulation remains for distribution companies. 
Mr. Yates. That is right. 
Mr. McDowetu. But only the distribution company is part of a 
desir. A holding company system 
Mr. Yares. Is that increasing or falling off ? 
eal Mr. McDowett. There are only about 5 or 6 of them. 
tows Mr. Yates. It is fairly easy to keep track of them / ; 
mer Mr. McDowe.t. There are not very many operating companies 
t the Ma CUuTYing on natural gas distribution on a large scale which are parts of 
holding-company systems. 














that Some of the electric companies have continued to have some gas 
sub a Ustribution properties 

this Mr. Yates. In connection with your qqpeatines, of the companies 
then engaged in retail distribution of natural gas, have you found the 


Sy Ma CU™MIngs being reduced during recent years as the result of increase 
have Ma costs of natural gas? 
that Mr. McDowetz. I do not feel I am qualified to answer that ques- 
tion, I know that some of the natural gas distribution companies 
ublic have run short on earnings. I know that in 1953 Columbia Gas Sys- 
tem, one of the largest natural gas distributing companies, did not 
earn their common dividend, although they paid out 90 cents: I believe 
si that last year, 1954, they earned in excess of their dividend. 
os (Mr. YATES, Does the Phillips decision have any influence on the 
€ the work of your Commission ? 
Mr. McDowett. I would say not. 
Mr. Yates. With reference to the Federal Power Commission, I 
that me there are mone independent producers that are now coming to 
the Federal Power Commission for certificates. Would that reflect 
From 4 way on the work of the Securities and Exchange Commission ? 
ape ; ~ McDowett. We do not have any jurisdiction over rates. 
Mr. Yates. I know that, but there is a relationship between their 
application for certificates, and their filing applications for the issu- 
ance of securities as well, before your Commission. 
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Mr. McDowe t. As far as natural gas distribution companies gy 
concerned, those coming into the Commission to seek approval to jssy 
securities are largely doing so for the purpose of carrying forwarj 
new construction. . 

Mr. Yates. That is what I am asking you, whether or not there ha 
been any evidence of an increase in your work as a result of tha 
decision ? 

Mr. McDowet. I do not believe the Phillips decision has had any 
effect on our work. 


NUMBER OF BROKER-DEALER INSOLVENCIES 


Mr. Yates. How many insolvencies have there been within the las 
2 years among the broker-dealers? Do you have any statistics o 
that? The chairman alluded to that possibility. 

Mr. Deon ter. I alluded to the possibility that if there should by 
reason of economic conditions or market changes occur a wave of in- 
solvencies 

Mr. Yates. Insolvencies of what? 

Mr. Demure. Of brokers and dealers themselves, that perhaps a 
stepup in the inspection program would have shown some warning 
signals. I would like to say again, Mr. Yates, I am very appreciative 
of what I consider to be a most helpful line of questions developed by 
you before lunch. 

Mr. YATEs. That is what I meant it to be. I think yours is a very 
important agency, which was set up to protect the public interest. 
If you do not have enough money to protect the public interests ade- 
quately, you should ask us for enough money to carry on your fune- 
tions properly. I gathered the impression this morning from yout 
response to my question that you did have enough money because of 
the restrictions imposed upon you by the White House in the name 
of economy. Do I restate your answer correctly ? 

Mr. Demmter. I believe you do. I would like to reemphasize one 
point I mentioned briefly in my prepared statement, and that is this: 
That basically the important thing from the public interest stant- 
point is the solvency of brokers and dealers, their ability to meet their 
obligations. For a check on that we are primarily dependent on two 
things, one our capital rules—and, incidentally, we have now in cil- 
culation for comment a more stringent set of rules—and as another 
check we have the annual reports filed by brokers and dealers. I be- 
lieve the reporting requirements are at least as important as the in- 
spection program itself. 

Mr. Yates. I believe in the necessity of people knowing what your 
decisions are. 

Mr. Demmter. I am talking about reports filed by people registered 
with us, financial reports. 

Mr. Yates. I was thinking of reports of your decisions. 


INSURANCE COMPANY INVESTMENTS 


What agency has jurisdiction of securities in which the insurance 
companies invest? 

Mr. Demoiuer. No Federal agency that I know of. 

Mr. Yates. Are they not national in their operations? 
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Mr. Demmuer. They are national in their operations. I am a long 
vay from being an expert on the subject. The State Insurance Com- 
missioners have their own informal organization or their own asso- 
sation, and through that mechanics are worked out for what they call 
enventional examinations. Is that not right, Mr. Adams? 

Mr. Apams. Yes. 

Mr. DemmLer. The State insurance laws tend to fall into patterns. 
If there is an amendment in New York authorizing investments in 
, housing project, that might start a wave of similar amendments in 
other States. 

Mr. Yares. Insurance companies, I have read, are now heavily in 
the market. 

Mr. Demmuer. Yes. 

Mr. Yares. I should imagine their investment in the market has 
a tremendous impact on whether the market will go up or down. 

Mr. Demmuer. I would think certainly that a rush of either buy- 
ing or selling by so-called institutional investors would have an im- 
pact. On the other hand, I would think it is also true that two other 
things have to be taken into consideration: (1) the type of securi- 
ties insurance companies buy are the type that, at the time the invest- 
went is made, have not been subject to severe drops; and (2) a good 
many insurance company investments are made in securities that are 
not on the public market, such as bond issues. 

Mr. Yates. I wondered if the Commission was doing any work at 
ill on the impact of insurance company investments on the market. 
Are you looking into that at all? 

Mr. Demhuer. I think Mr. McCutcheon could answer as to the 
extent to which we are looking into institutional investments. 

Mr. Yares. Are you looking into that ? 

Mr. McCurcuHron. Yes; for the purpose of finding out how much 
they are buying. 

Mr. Tuomas. Purely a study. 

Mr. McCurcuxron. Yes. 

Mr. Yares. Are your studies published when they are completed ¢ 
Mr. McCurcuron. Not in that respect. 


INCREASE IN PERSONNEL 


Mr. Botanp. You are asking for 35 additional positions? 

Mr. Riorpan. A total.of 38. 

Mr. Botanp. How many are investigators ? 

Mr. Riorpan. 16 are securities investigators and broker-dealer in- 
spectors in the field and 10 are clerks. 

Mr. Botanp. They are all in the field ? 

Mr. Riorpan. Yes; all 26 are in the field. 

Mr. Botanp. Do you feel the number of investigators and inspectors 
you are asking for 1s sufficient to do the police work you are required 
to do? 

Mr. Demmuer. It would be enough to do what we are required to do. 

Mr. Botanp. As to brokers and dealers, you say there are 4,200 and 
you can only get around to them every 2 or 3 years, and that it should 
bea shorter period of time. What lapse of time should there be be- 
tween one inspection of a broker-dealer and another inspection of the 
same broker-dealer? What would you say would be a fair time 
interval ? 
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Mr. Demmter. That is a question entirely of judgment. The mom 
frequent it is, the better it would be. I do think there are many 
factors that have to be weighed. Some of the stock exchanges hay 
excellent methods of inspection and consequently that might be pure 
duplication. On the other hand, in some districts the National Asso. 
ciation of Securities Dealers conducts a better inspection than jy 
other districts. If you could have an average of 1,500 or 1,800 inspec. 
tions a year, 1,800 would be 114 times better than 1,200. It is a matter 
of degree. 

Mr. Rowen. The stock exchange deems it important to make ay 
inspection of its broker-dealers once a year. 

Mr. Botanp. I think it should be more often than once ever 3 years, 


URANIUM COMPANY STOCK ISSUES 


How many regulation A filings have been made by uranium con. 
panies ? 

Mr. Woopsipr. For calendar year 1954, 1,377 regulation A filings 
of all types were made for proposed offerings of approximately $238 
million. During the same calendar year there were 248 regulation A 
filings by uranium companies for an aggregate offering of $54 million. 
Of that 248,232 were filed in the Denver office. 

Mr. Bouanp. 232 out of 248? 

Mr. Woopsipe. Yes. The other 16 were filed in Boston, Seattle, and 
San Francisco. 

Mr. Botanp. Companies who file under regulation A are exempt 
if the public issues are less than $300,000? 

Mr. Woopsipr. They are exempt pursuant to Commission rules 
adopted under section 3 (0d). 

Mr. Botanp. It is discretionary with the Securities and Exchange 
Commission ? 

Mr. Woopsipr. Yes. 

Mr. Demmier. The exemption must be by a rule that is universally 
applicable. The rule disqualifies certain situations where there is 
some question as to the underwriter or the offering person. 

Mr. Vursevt. Mr. Chairman, I think the field has been pretty well 
explored by questions, but I would like to make the observation that 
the Bureau of the Budget has a responsibility to the President, and 
the President has a responsibility to the people who operate in Con- 
gress, to specify and determine about how much money we can afford 
to spend in the operation of the Government. The function of the 
Bureau of the Budget, as I recall, is to try to keep a better checkrein 
on expenditures in the interest of all the people. 

I would like to further observe that there are very few departments 
of Government but that would be willing to have and could spend 
more money than the appropriations committees of the Congress 
see fit to give them. I think it is wise that we have the Bureau of the 
Budget, and I think it is well that we have a President who is trying, 
in these trying times, to keep the Government in as sound a financial 
position as possible, keeping in mind the paramount problem of being 
able, if necessary, to spend a large amount of money for the defense 
of the country. 

I would like to compliment you and your complete staff, Mr. 
Chairman, on your patience and on your being willing to answer all 
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yestions that you could reasonably answer. I think this hearing 


he m 

p leiad bas developed that the Securities and Exchange Commission is in 
es havefammompetent hands, trying to do a good job, yet because of the shortage 
be purefamt funds is willing to take a calculated risk—and I know we have 
1 Asso. fake calculated risks in the last 12 years that I have been in Congress. 
han inf [am not disturbed that we are not giving enough money to the Gov- 


rment departments. I am more disturbed that we may possibly be 
rersuaded to give them too much money. 

Mr. Tuomas. We have been accused of that many, many times. 

Mr. Vurseti. Yes, we have been accused of that, as the chairman 
sys, many times and at times I think we are guilty. Sometimes we 
nav seem to be a little too stringent, but I think those of us who take 
hat position are looking at the overall best interests of the people 
‘ho are in Government. 

Iam a little disturbed, after the great start we made a couple years 
avo in reducing the cost of Government, to note that too as now 
he departments are asking to increase the costs of Government in 1956 
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filings MMover 1955. I note your organization is no exception, although it is a 
VY $238 Hiimall amount, $247,000. In line with the suggestion of the chairman, 
tion A HM] wondered if possibly in the printing estimate and in other estimates 
Lillion. ive might revert to the old rule of not allowing quite all the extra that 


isasked for by your very splendid organization. 

At any rate, I realize you do have a great responsibility, and I am 
glad to know that you are willing to stay within your own field of 
authority and are not seeking to spread out and extend your jurisdic- 
tion into doubtful grounds that might reach over into the jurisdiction 
of other departments of Government. I do think that the responsi- 
bility you carry is being handled for a reasonable amount of money, 
and I feel that when this committee has taken all of your testimony 
into consideration you will probably be able to carry on well and effec- 
tively in 1956, probably as effectively as you have been carrying on the 
last few years, particularly in 1955. 

Mr. Evins. I just want to say I agree with that part of my col- 
league's statement commending the Commission for staying in their 
own field. That is what we are trying to get the AEC to do, to stay 
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| that 
‘ and INCREASE IN BUDGET ESTIMATE 
on- 
fford Mr. OsrertaG. As I understand it, there is a slight increase in your 
f the # budget this year amounting to approximately $247,000? 


krein Mr. Demuer. Yes, sir. 

Mr. Osrerrac. There has been a gradual decrease in your require- 
nents Mi nents from about $6.2 million in 1951 to $4,750,000 in 1955. Is that 
pend @im substantially correct ? 

Tess Mr. Demmurr. That is right, sir. 

f the Mr. Osrertag. By the same token there has been a gradual reduc- 

ying, #00 in your personnel requirement from a total of 1,040 in 1951 to 

nial HH *pproximately 700 as of today. Is that substantially correct? 

eing Mr. Rrorpan. That is correct, sir. 

ense Mr. Osterraa. In the discussion earlier today I understood you to 
sy the reduced cost of the Securities and Exchange Commission is 

a due to improve procedures and greater efficiency. Would you say 

ra 
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that is substantially so, or has it been that your workload has beep 
less, or is it because of other reasons ? 

Mr. DemMter. Well, I do not want to appear in the least boastf,, 
that is not a cliché, but I really think we have made some improve. 
ments which have enabled us with fewer employees to handle substap. 
tially the same and in some divisions an increased workload. 

Mr. Osrerrac. Therefore it is the result of improved procedures 
and greater efficiency ? 

Mr. Demoter. I would think that is true, plus the fact we have , 
very loyal bunch of people over there- 

Mr. Ostertac. Mr. Yates referred a few moments ago—and I want § 
to concur with his feeling in the matter—that this agency is one of 
great importance to the American people by and large. 

Mr. Yates. And to the business world. 

Mr. Osrerrac. To the business world and to our whole economy; 
therefore, what is required and justified should be granted. 1 am con- 
fident that the Members of Congress as a whole feel that way. But 
a few moments ago reference was made to the effect that restrictions 
were imposed by the White House. I would like to know the nature 
of these restrictions imposed upon SEC by the White House. We 
are talking about dollars, are we not ? 

Mr. Yates. I assume so. 

Mr. Demnter. The only thing that was imposed 

Mr. Ostertac. Mr. Yates made that comment and you concurred, 
as I recall. 

Mr. Yates. My comment was predicated on an earlier comment 
which he had made. 

Mr. Tuomas. Let us get the record clear. It has been testified 4 
or 5 times that the budget estimate before this committee is exactly 
what the Commission requested of the Bureau of the Budget. 

Mr. Demmter. The only restriction imposed was a general state- 
ment of the Bureau of the Budget that an endeavor be made to hold 
down expenses, if possible, to a figure not exceeding that for the cur- 
rent fiscal year. The fact that that was merely a general directive is 
indicated by the fact that the Bureau of the Budget’s recommenda- 
tion to this committee happens to be the same figure that this Con- 
mission recommended. We recommended $247,000 more because we 
felt it was necessary. 

I would say this, that we felt keenly the cut from $5 million to #4; 
750,000 for the current fiscal year. I would say it has resulted in an 
overburdening pressure upon some of our staff members, particularly 
some of the higher placed staff members, a good deal of nightwork 
and so forth that is uncompensated, in order to keep up with the 
workload; and I might add without any sense of martyrdom that the 
same is true of the Commissioners. They have had to do a good deal 
of nightwork, homework, themselves in discharging their responsi 
bilities. 

HOOVER COMMISSION RECOMMENDATIONS 


Mr. Osterrac. As I understand it, the Hoover Commission has 
studied the work and operations of the Securities and Exchange Com- 
mission. Do you recall whether the Hoover Commission made ay 
major recommendations in regard to your Commission ? 


Mr. Demmter. You mean the present Hoover Commission ? 
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Mr. Osrertac. Yes, 
Mr. Demmuer. No. Off the record, please. 
(Discussion off the record.) 


INVESTMENT COMPANIES 


Mr. Osrertac. On page 10 of your statement you refer to section 
4 (b) which authorizes the Commission to make a study and inves- 
tigation of investment companies when it deems that any substantial 
increase in the size of investment companies creates problems involv- 
ing the protection of investors or the public interest. You say 
further : 

We are to report the results of the studies and investigations to Congress, 
with our recommendations. This study has never been undertaken. 

Why is that true? What is the reason that this study has not been 
undertaken? Is it lack of funds? You have the authority, have you 
not 

Mr. Demmuer. Yes, sir. I can only speak with respect to the 
period during which I have been a member of the Commission. I 
would say that lack of funds is the explanation. With respect to that 
period I can also say this, that as section 14 of the Investment Com- 
pany Act is directed to a considerable degree to the size of investment 
companies, that question becomes by degree increasingly important in- 
asmuch as the assets of those companies have increased from $1.6 
billion in 1941 to more than $8.5 billion today. 


DIXON-YATES CONTRACT 


Mr. Osrerrac. Much has been said about Dixon- Yates and certain 
activities of the Government in recent months, and I note in the statu- 
tory authority emphasis is placed on the fact that the Securities 
Exchange Act of 1934 created the Commission, which is an independ- 
ent, bipartisan, quasi-judicial agency. That still holds today; is that 
true? 


Mr. Demmier. Yes, I would so consider. 
APPOINTMENT OF SEC COMMISSIONERS 


Mr. Osrerrac. How are the Commissioners appointed? By the 
President 

Mr. Demmuer. They are appointed by the President and confirmed 
by the Senate. 

Mr. Osrerrac. They are not all appointed at the same time ? 

Mr. Demmuer. No. There is one term expiring each year. 

Mr. Ostertag. Do the Commissioners have staggering terms, all 
for the same length of time ? 

Mr. Demir. Each Commissioner is appointed for 5 years and 
| term expires in June of each year. 

Mr. Osrerrac. How many Commissioners have been appointed by 
President Eisenhower ? 

Mr. Demmirr. Three have been appointed by President Eisen- 
hower, Commissioner Goodwin with a term which expires in 1959; 
Commissioner Armstrong, with a term which expires in 1958; and 
myself with a term which expires in June of 1957. 
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COMMISSION VOTE ON DIXON-YATES ISSUE 


Mr. Osrertac. In connection with this controversial question ¢ 
Dixon- Yates, what was the vote on that? 

Mr. Demter. 4 to 1. 

Mr. Tomas. Thank you very much, gentlemen. You have beg 
very helpful. 


AVERAGE NUMBER OF EMPLOYEES 


(The following information was submitted at the request of thy 
committee for insertion in the record.) 


Average number of employees, Securities and Exchange Commission, fiscal yeary 
1946-56 


CIVIL SERVICE COMMISSION 
Wepnespay, Fresruary 16, 1955, 
WITNESSES 


PHILIP YOUNG, CHAIRMAN 

GEORGE M. MOORE, COMMISSIONER 

FREDERICK J. LAWTON, COMMISSIONER 

JOHN W. MACY, JR., EXECUTOR DIRECTOR 

PIERCE J. GERETY, GENERAL COUNSEL 

DAVID F. WILLIAMS, DIRECTOR, BUREAU OF MANAGEMENT 
SERVICES 

W. B. UHLENHOP, CHIEF, BUDGET AND FINANCE DIVISION 

JAMES A. HAMILL, CHIEF, BUDGET SECTION 


SALARIES AND EXPENSES 


Amounts available for obligation 


[Balances for June 30, 1954, are as certified under sec. 1311, Public Law 663] 


1954 actual | 1955 estimate 1956 estimate 





Appropriation or estimate $17, 000, 000 
Reimbursements from non-Federal sources f 8, 00 
Reimbursements from other accounts 435, 352 


Total available for obligation - 17, 443, 359 
Unobligated balance, estimated savings — 686, 543 


Obligations incurred : 16, 756, 816 16, 046, 800 17, 190, 00 


Note.—Reimbursements from non-Federal sources above are repayment of lump-sum payments, { 
Stat. 136. 
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Obligation by activities 






























































Description 1954 actual | 1955 estimate | 1956 estimate 
—- ons 
Direct Obligations 
1, Recruiting and examining......-....-..-----.----------- $5, 588, 412 $5, 120, 000 $5, 517, 000 
9 Investigation of character and fitness for employment ---- 3, 672, 871 3, 210, 400 3, 881, 000 
3, Inspections and classification audits .-----.......-----.---- 2, 189, 180 2, 197, 600 2, 345, 000 
4, Administration of the retirement systems. - ---------..-.----- 1, 388, 974 1, 376, 900 1, 375, 000 
5. Developing programs and standards-.-__--.._- tiie bkanmen 1, 061, 453 1, 250, 400 1, 282, 000 
§, Regulatory, appellate, and advisory functions of the Com- 
ssininth. . AUREL RIMM aac Ee nee Coane 1,082,015 | —-1, 117, 100 1, 118, 000 
7, Executive and administrative services... -..--------- Roose 1, 338,559 | —1, 303, 200 | 1, 307, 000 
Total direct obligations..............-....-...----.----- | 16, 321,464 | 15, 575, 600 16, 825, 000 
| : 
Obligations Payable Out of Reimbursements From Other | 
Accounts 
1, Recruiting and examining------.---- csp a ate ladiae er ekg 28, 925 33, 000 33, 000 
2. Investigation of character and fitness for employment. - -- -- 342, 330 251, 515 174, 000 
3. Inspections and classification audits. ----...--..----------- -. je 4 Shireen iiomen 
4, Administration of the retirement systems. --_--..-.--....---- 12, 569 | 150, 000 140, 000 
5, Developing program and standards. ----.---- ektiana as 22, 516 | 20, 000 18, 000 
6, Regulatory, appellate and advisory functions of the Com- SOW Giccanccesccton |-a2n2-2--e2-- 
MissION. .. .cacesseedsed +s «binddmdiekasscdannddnwiblaneens- | 
7. Executive and administrative services. -- --- pupae eal anit 21, 742 MG 1 nc tasescesans 
Total obligations payable out of reimbursements from 
Other SIE aA Gc 6 a Diba el didn daclapdstncedacnsccce 435, 352 | 71, 200 365, 000 
Obligate MAMA o pae. cinta to eects anedsebinsnnonsees 16, 756, 816 | 16, 046, 800 | 17, 190, 000 
Obligations by objects 
— -, — nies 
Object classification 1954 actual | 1955 estimate | 1956 estimate 
Summary of Personal Services 
| 
Total number of permanent positions. __........-.-..-------- 3, 487 3, 050 3, 234 
Full-time equivalents of all other positions_............--- Se 4 | 4 | 3 
Average number of all employees. - - -- ak ecard tae = a afamrataiee 3, 077 | 2, 908 3, 150 
Number of employees at end of year. ...........-..--.-.---.-- 3, 055 | 2, 887 3, 164 
Average salaries and grades: ] | | 
General schedule grades: 
pS a ee aS aa a aa | $4, 750 | $4, 792 | $4, 797 
A verampecd SRS bled ctdh Pe rawad bu ste Zas BH | GS-6.7 | GS-6.7 GS-6.6 
Personal service obligations: 
Pariianennt Wes 8c. Vad de eb odacccecnncccsccues- $14, 485, 599 | $13,965,410 | $15,039,975 
Positions other than permanent_____...-.......-----.--- ial 38, 201 | 38, 825 | 26, 825 
Regular pay in excess of 52-week base. ............---- , 55, 495 58, 500 58, 200 
Payment ApOve Temes TON iad a cece cc Laccneeccccccccucse- 129, 268 | 9, 300 | 13, 700 
Total personal service obligations- -...-..-....-.-.------ | 14,708,563 | 14,072,035 | 15, 138, 700 
Direct Obligations | 
Cl  Perennel M RNs ircdazataza<oi sdbudsdendcnbectes | 14,328,321} 13,733,424 14, 855, 500 
@ Trivel-. eee : 422, 217 443, 000 495, 000 
03 Transportation of things. -......-...-------- at 51, 004 44, 200 | 44, 000 
(4 Communication services___.._-_---- 152, 032 146, 900 147, 300 
_ ys WOULD SEE oe os con a cantacenaneacenc 330, 256 373, 000 373, 000 
05 Rents and utility services.................-- Saha 69, 023 64, 600 | 56, 200 
% Printing and reproduction... .....-- Faceen ones os 291, 248 273, 600 292, 000 
7 Other contractual services... ..__-- ees 225, 224 214, 476 201, 000 
_ _ Investigations under Executive Order 10450 121, 580 55, 000 100, 000 
WS Supplies and materials.._....._.-..- od . 198, 802 150, 200 180, 000 
© Baquipmeng eos coc conan <oock I DILGO «it isda 102, 188 44, 300 77, 500 
13 Refunds, awards, and indemnities_...............------- 2, 700 3, 000 
15 Taxes and assessments......._._--_- “SLs er pai ates on. 26, 869 29, 900 3, 500 
Total Cie GUINIIN cae onan enna ncnccansucciucweawn 16, 321, 464 15, 575, 600 16, 825, 000 
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Obligations by objects—Continued 


] eee ee 
Object classification | 1954 actual | 1955 estimate | 1956 estimst, 


| 
Obligations Payable Out of Reimbursements From Other Accounts | 


01 Personal services 


380, 242 | 338, 611 | 
Travel 


ise phe yp AR 23, 519 35, 330 | 
Communication services. 787 | 


| 

4 

Rents and utility services._..____ Pal v oe red 988 

Printing and reproduction ee eae ors 10, 393 

Other contractual services __ Pe ko tae ee Sees 10, 927 

I ie skaaboeer 3, 988 

Equipment__._...- | 4, 508 
| 
| 








Total obligations payable out of reimbursements from | 
other accounts. _.___.- oS Cees 435, 352 ‘ | 365.000 


Obligations incurred : : ae ; See 756, 816 5 | 16, 046, 800 ws 17, 190, 0M 


Analysis of expenditures 


ee for June 30, 1954, are as certified under sec. 1311, Public Law 663] 


| 1954 actual 18s estimate 1956 estimate 
} | 


; 
Obligated balance brought forward ____.__- Cenk $1, 094, 620 | $890, 758 $966, 358 
Obligations incurred during the year : et ee 16, 756, 816 16, 046, 800 | 17, 190, 000 


17. 851, 436 | 16, 937. 558 | 18 156, 8 
Reimbursements — 443, 359 | 71, 200 | —365, 000 


Adjustment in obligations of prior years —114, 752 | i 
Obligated balance carried forward —890, 758 | —966, 358 | —991, 358 





Total expenditures | 16, 402, 567 | 15, 500, ©o0 | 16,800, 


Expenditures are distributed as follows: 
Out of current authorizations 15, 436, 239 14, 700, 000 | 15, 900, 000 
Out of prior authorizations__......_____- 966, 328 | 800, 000 900, 000 


INVESTIGATION OF UNITED States CrrT1zENs FoR EMPLOYMENT BY 
INTERNATIONAL ORGANIZATIONS 


Amounts available for obligation 


[Balances for June 30, 1954, are as certified under sec. 1311, Public Law 663] 


! 


| 1954 actual | 1955 estimate 1956 estimate 


Appropriation or estimate |, $1, 200, 000 $400, 000 $500, 000 
Reappropriation of prior year balance---_-.............-.--.---|---- ‘ 492, 347 | 


Total available for obligation ---.......-..---- 1, 200, 000 | 892, 347 | 500, 
Balance ponneraaetete’ for subsequent year_..___-_- —492, 347 beaee ; . 
Unobligated balance, estimated savings----.-.--.-.-----------|--------------| —222, 174 





Obligations incurred 707, 653 | 670, 173 | 500, 000 


Obligations by activities 
Investigations—1954, $707,653; 1955, $670,173; 1956, $500,000. 


Obligations by objects 
07 Other contractual services—1954, $707,653; 1955, $670,173; 1956, $500,000. 








—_ 


6 estimate 





stimate 
—— 
$966, 258 
’, 190, 000 


. 156, 358 
~ 365, 000 


~ 991, 358 


timate 





500, 000 
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Analysis of expenditures 


(Balances for June 30, 1954, are as certified under see. 1311, Public Law 663) 


1954 actual | 1955 estimate | 1956 estimate 





Obligated balance brought forward ----_-...-..--- Lcedinten myetmas —es $94, 217 | $80, 000 
Obligations incurred during the year--_.--..-.-...-.---.--- $707, 653 670, 173 500, 000 
707, 653 764, 390 580, 000 

Adjustment in obligations of prior years- --.-......--..------ 21, 09 j<-. <<... i 
Obligated balance carried forward - - -...........---------.-- —94, 217 —80, 000 — 50, 000 
Palas GTI iisae cock dewkhccrs oennss Cell. eccdeasnel 501, 929 684, 390 530, 000 

Expenditures are distributed as follows: 

Out of current authorizations---_....-..-...------ sas 613, 436 590, 173 450, 000 
Cel OF TEI WII sone ce tnenccceceswacecns —111, 507 94, 217 80, 000 


Annuities, Panama Cana ConstrUCTION EMPLOYEES AND 
LigHtTHouse Service Wipows 
Amounts available for obligation 


(Balances for June 30, 1954, are as certified under sec. 1311, Publie Law 663) 


} ' 
1954 actual | 1955 estimate | 1956 estimate 





| 
Appropriation on estimate... 2c... ...-.- 22 een cnenes aes $2, 500,000 | $2,354,000 | $2, 170, 000 
Unobligated balance, estimated savings__...................-.| wR RUE Bisac ocicsanad Bak cme “= 
SoC IE, ls hh on com accasudceeeniennn 2, 477, 885 | 2, 354, 000 | 2, 170, 000 


Obligations by activities 


Payment of annuities to employees engaged in the construction of the Panama Canal and widows of former 
employees of the Lighthouse Service—1954, $2,477,885; 1955, $2,354,000; 1956, $2,170,000. 


Obligations by objects 


12 Pensions, annuities, and insurance claims—1954, $2,477,885; 1955, $2,354,000; 1956, $2,170,000. 


Analysis of expenditures 


[Balances for June 30, 1954, are as certified under sec. 1311, Public Law 6 6 





| 


| 1954 actual | 1955estimate | 1956 estimate 











Obligated balance brought forward... ..-.......-.------------ $197, 569 $245, 468 $196, 167 
Obligations incurred during the year_............---.--------- 2, 477, 885 2, 354, 000 2, 170, 000 
2, 675, 454 2, 599, 468 2, 366, 167 
Adjustment in obligations of prior years__--_------ oid —4, 147 |_....- se Baie ante 
Obligated balance carried forward..............--..-.-.-------| —245, 468 —196, 167 | —180, 833 
TUNED GUN a a atscc mneecne _.--| 2,425,839 | 2, 403, 301 2, 185, 334 
Expenditures are distributed as follows: foe emer | 1 le ea Ecas O 
Out of current authorizations... ._...........------------ 2, 232,417 | 2, 157, 833 | 1, 989, 167 
Out of prior authorizations_...................---.----- =| 193, 422 245, 468 196, 167 





Emptoyers Lire Insurance Funp 


Amounts available for administrative expenses 


Limitation or estimate (administrative expenses)—1955, $150,000; 1956, $140,000. 


Administrative expenses by activities 


Administration of the Federal Employees Group Life Insurance Act of 1954—1955, $150,000; 1956, $140,000. 


-} 
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Administrative expenses by objects 








Object classification 1954 actual 


OF QAier CoRR BOPP a oo a Se nc ccc cccecn ccs cccen 
09 Equipment 


| 1955 estimate 


$140, 000 


10, 000 | 


1956 e Stimate 


$134, np 


6, 000 





Total administrative expenses. .-.........-..--------.--- 


140, 009 





INVESTIGATIONS, CiviL Service ComMMISSION 


BUSINESS-TYPE STATEMENTS 


A. Statement of sources and eaparennes pe 


funds 


1954 actual 


FUNDS APPLIED 
To operations: 
Acquisition of assets: Equipment 
Expenses: 
Salaries 
Travel_. 
Other expenses. 
Increase in selected working capital 


6, 431, 311 
1, 222, 036 
517, 142 
204, 043 


1955 estimate 


$5, 020, 081 
954, 281 
404, 056 


1956 estimate 


805, 12 
34C, 901 





Total applied to operations 
To financing: 
Pee Ot Grins 60 THORNE «6 nosis — eee nen aes| ee censovicnee 
Repayment of principal to Treasury _. 5c derpaceeteewnnandl 1, 382 
Increase in Treasury cash 717, 412 


Total applied to financing 


8, 383, 570 | 


718, 794 | 


6, 378, 418 


19, 504 | 
154 
245, 660 


265, 318 | 


a7 
| 185, 983 








Total funds applied __.-.-.-- | 9, 102, 364 


FUNDS PROVIDED 
By operations: 
Income: Sales of services 9, 102, 364 
Decrease in selected working capital 


Total funds provided 9, 102, 364 
EFFECT ON BUDGET EXPENDITURES 


Funds applied to operations - - 
Funds provided by operations. ...........-...-.-.---.-.---.:- | 


8, 383, 570 


Net effect on budget expenditures —718, 794 


9, 102, 364) 


6, 510, 000 
133, 736 


| 6, 643, 736 


6, 378, 418 
6, 643, 736 


— 265, 318 


6, 643, 736 | 


5, 566, 000 
1, 446 


5, 567, 446 


5, 381, 4 
5, 567, 446 








The above are credited (—) to net receipts of the fund —718, 794 


B. Statement of income and expense 





—265, 318 








1954 actual 


$9, 102, 364 | 


Income: Sales of services 


Expenses: 


Salaries 
Travel 
Other expenses 


1, 222, 036 
517, 142 


6, 431, 311 | 


$6, 510, 000 


5, 020, 081 
954, 281 


1955 estimate 


1956 estimate 


$5, 566, 000 
| 
| 


, 235, 436 
805, 126 
340, WI 


404, 056 


Decrease in work-in- process ‘inv entory- si 67, 045 | 120, 000 


501, 463 
64, 5 


330, 610 
6,445,463 | 5, 
64, 537 | 


ghobesacacanes) 


8, 501, 099 | 
64, 456 
517, 305 


Cost of services performed 
Depreciation on equipment. ; 
Amortization of organization and training cost_ 





9, 082, 860 | 


Cost of services sold 6, 510, 000 





ANALYSIS OF RETAINED EARNINGS 


Retained earnings, beginning of year 
Less payment of earnings to Treasury - 





Retained earnings, end of year 








nee 


6 estimate 


— 
— 


$134, 000 
6, 000 
es 


140, 00 


——— 


a, 


estimate 











, 567, 446 


, 381, 463 
, 567, 446 


~185, 983 


185, 983 








timate 





235, 436 
805, 126 
340, 901 
120, 000 





501, 463 


64, 537 
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C. Statement of financial condition 


{Balances for June 30, 1954, are as certified under sec. 1311, Public Law 663] 


| 1954 actual | 1955 estimate | 1956 estimate 
oo ee  — 









































ASSETS 
rrent assets: | J | . 

Cosh With TOMBE vcresdlanscces cyotecsisiuuid badadaiae $2,931,008 | $3, 176, 668 | $3, 362, 651 
Agqotmnits TOCMV ODI a0 5 dan damon dines o-s na nnasdee--e-n es 997,771 | 813, 750 | 695, 751 
Tragel AVON: ota dretend tedioneccmagyncscncnseeSoanrens 56, 867 | 50, 000 40, 000 
Work in-process IVONMONY:......---2-c.------a-Jenscs--20 588, 445 | 521, 400 | 401, 400 
Pre paid @XpenSe . ......-.---------------+----<----+-------- 162 500 500 
Total cmt Geis ded satesheasnevbiannensscnns | 4,574, 253 4, 562, 318 4, 500, 302 

ixed assets: | 
Equipment. -..-----.---.---.----------+-------------------- | 413, 078 413, 078 413, 078 
Less portion charged off as depreciation --.-----.----.2.-- 113, 896 | 178, 433 | 242; 970 
Total Tus GU ie 8s bitte ccnecmncnencsssnns | 299, 182 234, 645 170, 108 
Potel cones re I A ol ES | 4,873,435 | 4, 796, 963 “4,670, 410 

LIABILITIES 

wrent liabilities: | 
Aoqctints POPU ra 0855 cece anki enc bbe ncsbetisdedenes 3, 116 | 5, 000 | 5, 000 
Acervied OX GUNTER iis doc tecy ote in csogd dengssssedndsnaace 309, 901 | 291, 963 | 265, 410 
Other TAD een cena oh aeacemabegeiicschemsdsentes 540, 760 500, 000 | 400, 000 
Total lis DERIGR, <ccannkadocsdcnk eccccines. cs denentesenen- 853, 777 | 796, 963 | 670, 410 

INVESTMENT OF U. 8S. GOVERNMENT : 

Principal of fund: 
AppnOtRIGIAA conden cnn Aceinenscctwasenntabens 4, 000. 000 4, 000, 000 | 4, 000, 000 
Donated Git. cckcanenetcens<eshbed ei dcoee Lpiecisee Riki ss ehh ttn debe r 
Tonal peta) AA) i OL a. | 4,000, 154 4,000,000 | 4,000, 000 
Retained earnings. --.--- oe doo ws iii hein mlbtse 1p minis aioe Som aisiienoienl PEG Lckdeaccetddaniso-ancchauhast 
Total investment of U. S. Government-..--.-- obs ka 4, 019, 658 4, 000, 000 4, 000, 000 
Total liabilities and investment of U. 8. Government._-_. 4, 873, 435 4, 796, 963 4, 670, 410 





Note.—Excludes contingent liability for undelivered orders as follows: June 30, 1953, $7,554; 1954 $43,566; 
955 $30,000; 1956, $20,000. 

Selected working capital (other than cash with Treasury) included above is as follows: June 30, 1953, 
$3,020; 1954, $201,023; 1955, $67,287; 1956, $65,841. 

Cash balance with Treasury on June 30, 1953, was $2,213,596. 


SCHEDULE A-1. Accrued expenditures by objects 





Object classification | 1954 actual | 1955 estimate | 1956 estimate 

Total number of permanent positions---......-.-----.---------| 1, 538 | 1, 300 | 935 
Average number of all employees..................-..-.--..+.- | 1, 355 | 1, 068 | 901 
umber of employees at end of year. ..----.------------.----- 1, 329 | 895 | 858 


Average salaries and grades: 
General schedule grades: 














A VORUIE GUNN wens nen nn ceasesasennmnunicd $4, 750 | $4, 792 $4, 797 
AVGIGGS MPNi eo dedows ode 868 Oli sede leddd 5d GS-6.7 GS-6.7 | GS-6.6 
| Personal services: 
Permanent PNM i755 6 np ay = Sh aeassnaencaessscet | $6,306,117 | $4,994, 281 | $4, 214, 136 
Regular pay in excess of 52-week base_---..-------------- | 23, 900 | 19, 300 | 16, 300 
Payment above basic rates.....-..-.--..---------------- 101, 294 | 6, 500 | 5, 000 
| > 
_ Total persomaluarwnetes soe ls 6, 431, 311 | 5, 020, 081 | 4, 235, 436 
2 Travel... ...... SMEAR hgh 69d kv 6 ~aniurq costae guneaahys | 1,222, 036 | 954, 281 | 805, 126 
W Trensportations Gf UMS oon c- 55 5 en ncn cncbevnasncne- 27, 926 | 19, 859 | 16, 561 
(4 Communication services......- AGE UATE SIF STIS 97, 008 | 76, 505 63, 797 
es Re eer Fra eee: 9, 932 | 13, 020 | 11, 132 
05 Rents ONG CE IE ey itn bea sksnneclacnecbaaucte 96, 729 69, 246 | 57, 745 
M6 Printing and reproduction. .............--------..--------| 30, 864 | 21, 950 | 18, 304 
e  CONGNCtIAL SEMIN cieon 25 nig ss ~ des pqwinies oma nisiian 115, 285 101, 919 | 88, 091 
MS Supplies and materials................-..-.---------- 4 73, 566 | 52,791 | 44, 023 
Equipment: | 
RDONGGIR tt ee | EE 2, 391 | 3, 000 | 3, 000 
. 9 NOeNpIANIR Recast Too IID asic Se sales Sidonetdeds 
13 Refunds, awards, and indemmities.....-......--.-.--.---- 443 | 500 500 
1S Taxes and assessments..........-...-2-------------+----2- | 62, 998 45, 266 37, 748 
Total accrued expenditures... .....-.-.----------------- | 8,179,527 | 6,378,418 5, 381, 463 


508 


Mr. Tuomas. Will the committee come to order. 

We have with us this morning the Civil Service Commission, |; 
is nice to have with us again many of our old and able distinguish) 
friends. We have the very able Chairman, Mr. Young; Commis. 
sioner Moore, an old friend well and favorably known to all of us for 
many years; Commissioner Lawton; Mr. Macy, the Executive Dj. 
rector; Mr. Gerety, the General ¢ ounsel ; Mr. W illiams, the Director 
of the Bureau of Management Services; Mr. U hlenhop, Chief of the 
Budget and Finance Division: and Mr. Hamill, Chief of the Budget 
Section. 

Chairman Young, if you and your fellow Commissioners or any of 
the staff have a statement for us, we will be glad to listen to you as 
long as you want to talk. 


GENERAL STATEMENT 


Mr. Youne. Thank you very much, Mr. Chairman. I have a pre. 

pared statement I should like to read, with your permission, and then 
call on my fellow Commissioners, Mr. Moore and Mr. Lawton, for 
some additional comments. 

It isa pleasure to meet with you and to discuss the activities of the 

‘ivil Service Commission during the past year — our programs and 
ae ial requirments for the coming fiscal yea 

Last year I discussed with this Soaataen some of the areas of per- 
sonnel management which we on the Commission believed needed at- 
tention. I also discussed our plans for making improvements in the 
Federal service. I am happy to report to you that, as a result of 
favorable action by the Congress on the comprehensive legislative pro- 
gram submitted by the President, significant progress was made dur- 
ing 1954 in improving and strengthening the Federal civil-service 
system. I would like to mention some of these major legislative 
actions : 

(1) Civilian employees of the executive, legislative and judicial 
branches of the Government were provided with group life, accidental 
death and dismemberment insurance. This coverage is obtained from 
private insurance companies, and the cost is borne in part by the em- 
my and in part by the Government. 

(2) Modification of the law placing restrictions on permanent pro- 
motions and permanent reinstatements of career employees made 1t 
possible for the Commission to initiate the new career-conditional ap- 
pointment system. This program provides a long-range, flexible ap- 
pointment system for the competitive service which will make unneces- 
sarv the use of emergency measures to take care of future adjustments 
in Federal employment, except in cases of full mobilization or disaster. 

(3) Existing incentive awards programs were extended and liberal: 
ized and management responsibility. centralized in the Commission. 
Through this action employee contributions to improved Government 
operations can be stimulated and recognized. The effect of this new 
program should be to provide greater effici ‘iency and economy as well 
as benefits to contributing employees. 

(4) Time-and-one-half for overtime work may now be paid o! 
salaries up to $5,060 per annum, and longevity salary-step increases 
heretofore applic able through grade GS-10 were extended to employ- 
ees in grade GS-11 through GS-15. 
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(5) Under a program administered by the Department of Labor, 
unemployment insurance benefits, similar to those available to em- 
ployees in private industry, were provided for Federal employees for 
the first time. 

The Commission has taken all steps necessary to put into effect the 
changes for which it is responsible. 

These legislative actions have given to Federal employees some of 
the benefits which are normally received today by employees in private 
enterprise. ‘There is every reason to believe that these benefits will 
contribute to the efficiency and economy of Government operations by 
making it possible for the Government to secure and retain employees 
of the desired ability and capacity who meet high standards of per- 
formance and production. 

The President’s legislative program for the year 1956 contains pro- 
posals for further improvement of the civil-service system. Among 
the principal elements of this program are: 

Salary adjustments for classification act and postal employees. 

A group health insurance plan to cover approximately the same 
croup of employees covered by the group life insurance legislation. 

A proposa] to grant authority to the President for the training of 
Federal employees in non-Federal facilities. 

Now, I would like to comment briefly on the forecast of total Federal 
civilian employment and the programs proposed by the Commission 
for the fiscal year 1956. With respect to total Federal employment, 
there has been, as you know, a steady decline for the past 2 years, but 
we do not expect any substantial further decline for fiscal years 1955 
and 1956. The size of the Federal work force declined to 2,547,000 on 
June 30, 1954—a reduction of 222,000 since January 31, 1953. The 
President’s budget, recently transmitted to Congress, anticipates total 
employment of 2,333,000 as of June 30, 1955 and 2,327,000 as of June 
50, 1956. 

In the competitive service, the hiring activities of the agencies 
largely determine our workloads for recruiting and examining. The 
Commission’s budget estimates assume an employment level in the 
competitive service of 1,962,000 as of June 30 in both 1955 and 1956. 
Even though the employment level is expected to be stabilized in fiscal 
year 1956, it is anticipated that new workers will be brought into the 
Federal service during that year principally because of turnover in 
the staff engaged on continuing functions of the Government. It is 


. ¢stimated that the new-hire rate will average 15 percent both this fiscal 


year and next, which is approximately the same as for fiscal year 1954. 
Application of the 15 percent new-hire rate to the average number 
of employees in the competitive service results in approximately 294,- 
000 new hires to be made in each fiscal year. It is the Commission’s 
objective to provide a full recruiting and examining program so that 
the maximum number of persons entering the competitive service may 
do so under merit system principles. 

Tn order to maintain its continuing activities, and at the same time 
discharge the added responsibilities placed upon it by recent legisla- 
tion, the Commission will require in its salaries and expenses appro- 
priation a total of $16,825,000, an increase of $1,249,400 over the 
amount authorized for the fiscal year 1955. The major portion of 
the increase requested is in two activities—namely, recruiting and 
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examining, and investigation of character and fitness for employment, 

The increased need in the recruiting and examining activity is pri- 
marily due to the fringe benefits legislation and the new career-con- 
ditional appointment system through which many indefinite em. 
ployees have already obtained either a career or career-conditional 
status. 

There were approximately 675,000 indefinite employees in the Fed. 
eral service affected by the new appointment system which went into 
effect on January 23, 1955. Of this number—that is, of the 675,000— 
455,000 became career or career-conditional employees as of the effec- 
tive date because they were originally appointed from civil service 
lists of eligibles. Most of the remaining 220,000 indefinite employees 
who were selected outside the competitive examining process, because 
there were no lists of eligibles, will be given an opportunity to qualify 
for these appointments by competing in examinations during fiscal 
years 1955 and 1956. The conversion of the first group of 455,000 
required only a small amount of work on the part of the Civil Service 
Commission—that of checking lists of eligibles in doubtful cases re- 
ceived from agencies. The second group of 220,000 involves con- 
siderable wei by the Commission and its boards, since these employ- 
ees will compete in open examinations. These employees will also 
have the privilege of filing applications, under certain conditions, for 
two examinations which have been closed to the general public. This 
will involve a large workload of applications to be processed and many 
names to be entered on lists of eligibles. Those persons who qualify 
and are within reach on registers will be certified to the agencies for 
selection to career or career-conditional appointments. 

In order to install and implement the career-conditional appoint- 
ment system, it has been necessary for us to curtail our regular exam- 
ining program during fiscal year 1955 and carry this regular work 
over to 1956. Because of this we will have to program more examina- 
tions next year in order to provide adequate lists of eligibles that 
would otherwise have been available under normal operating 
conditions. 

The success of this new appointment system depends almost entirely 
on the ability of the Commission and its boards of examiners to set 
up and maintain adequate and current lists of eligibles so that the 
maximum number of appointments to job vacancies can be made 
through regular competitive examining procedures. The alternative 
is to authorize a temporary appointment pending the establishment 
of a register. The holder of such an appointment is subject to dis- 
placement when a list of eligibles is set up. It is considered essential, 
therefore, that we have the resources in fiscal year 1956 to get ona 
current basis in our eXamining program. 

In addition, the program for 1956 provides for furnishing services 
necessary to carry out the extension of the competitive service to 
Alaska and overseas areas. Plans have been completed for transfer- 
ring to the competitive service approximately 22,000 positions in over- 
seas areas and 15,000 positions in Alaska. For the most part, these 
positions are in the Department of Defense. I believe this extension 
of the competitive service is a significant improvement, which will 
provide better qualified personnel and reduce wasteful turnover in 
overseas positions. It also makes possible an extension of the career 
concept to overseas jobs. We will work through our examining, in- 








ent, 
pri- 
con- 
em- 
nal 


‘ed. 
into 
YW 
Tec- 
vice 
yees 
Luise 
lify 
seal 
(000 
vice 


‘on- 
loy- 
ilso 
for 
‘his 
uny 
ify 
for 


int- 
\m- 
ork 
na- 
hat 
Ing 


ely 
set 
the 
ide 
ive 
ent 
lis- 
ial, 
na 


ion 


‘ill 





561 


yestigative, and inspection staffs to insure the best possible results 
from this action. 

In the investigations activity an estimated net increase of approxi- 
mately $626,000 will be required over the amount available for the 
current fiscal year. This increase is needed because of: 

(1) An increase of approximately $97,000 for evaluating and post- 
auditing of investigative reports. This results from a carryover of 
approximately 1900 cases for which funds are not available in 1955, 
‘ovether With anticipated receipts during the fiscal year 1956. ‘ 

(2) An increase in estimated worlkoads for limited security investi- 
gations and qualifications investigations, costing approximately 
$102,000. 

(3) A new requirement for investigative work resulting from the 
extension of the competitive service to Alaska and overseas areas, 
costing approximately $80,000. 

4) The deferment of national agency check and inquiry cases and 
merit system cases during 1955 in order to perform work of a higher 
priority for which funds were not requested in the 1955 budget, costing 
$362,000. 

To offset the foregoing increases there is a smal] decrease of approxi- 
mately $15,000, representing miscellaneous reductions in workload. 

In addition to the investigative work which is provided for in this 
activity, and which is financed from our salaries and expenses 
appropriation, the Commission, by law and executive order also, con- 
duets full field investigations for a number of agencies on a reim- 
busable basis. Workload receipts for the current fiscal year are 
estimated at 30,000 cases and for 1956 at 23,000 cases. The Commission 
does not request funds for this work as it is financed entirely by the 
agencies for which we do the work. 

No substantial change in programs or financial needs is anticipated 
in the other activities of the Commission. However, there are a 
iumber of items relating to these activities on which I should like to 
comment. 

This year, for the first time, the budget presents the program plan- 
uing and developmental functions of the Commission under one 
activity—developing programs and standards. One of the most sig- 
nificant aspects of the reorganization of the Commission’s central office, 
acomplished last year, was the creation of the bureau of programs 
and standards, in which all standards, research, and development 
activities are now centered. This concentration of planning functions 
has worked out exceptionally well. This staff developed, after many 
months of research and consultation, the original staff proposals for 
the career-conditional appointment system. Following enactment of 
the law modifying restrictions on appointments, they prepared the 
inplementing executive order, the SeaeY aairvice rules and regulations, 
the procedural guidance to agencies, and the explanatory material 
concerning the ic for employees and the general public. In addition, 


this staff prepared instructions for carrying out other legislative 
actions, such as: (1) authority to recruit above the minimum of the 
grade for hard-topfill positions; (2) elimination of the CPC schedule 
of the Classification Act; and (3) revision of standards for payment 
of overtime and premium rates. It has been through use of the 
planning resources of this organization that comprehensive plans and 
procedures are being developed for the extension of the competitive 
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service to the presently excepted ote in Alaska and overseas areas 

During fiscal year 1956, in addition to the continuing program of 
issuing standards, interpreting, improving, and simplifying regula. 
tions; preparing instructions, and reviewing proposed legislation, we 
will continue work in those specific areas where we can make the 
greatest contribution to increased efficiency. As just one example, the 
Commission will undertake an expanded program of assistance ty 
agencies in developing their supervisory and executive personnel, 
By direction of the President, I have recently issued a letter to agency 
heads encouraging them to utilize in-service training processes jy 
order to improve the performance of their employees. The Com. 
mission is expected to provide assistance to agencies in exchanging 
information, 1n critically evaluating their proposed programs, and jy 
suggesting new and improved methods of operation. 

Through its program of inspection and classification surveys the 
Commission exercises its control responsibilities over the broad delega. 
tions of authority to departments and agencies for personnel admin- 
istration. This program promotes better personnel management and 
makes certain that actions taken under delegated authority are in 
compliance with laws, Executive orders, and regulations. In the 1953 
reorganization of the central office, the inspection and classification 
audit functions were successfully merged under a single bureau. A 
similar integration of these functions will be extended to the regional 
offices in the near future. 

Public Law 769 prohibits the payment of annuities to certain in- 
dividuals, and will increase the Commission’s cost of administering 
the retirement acts. However, because of insufficent experience in 
applying its provisions, we did not include a request for additional 
funds for this purpose. 

The request for funds to handle the Commission’s appellate fune- 
tions is based upon experience with respect to the volume of appeals, 
and upon the need to keep this work current. Since the volume of 
appeals is essentially noncontrollable we have the constant problem of 
keeping the workload current and at the same time providing a fair 
and thorough review of the facts involved. 

Our budget request includes $31,300 for the expenses of the Fair 
Employment Board established by Executive Order No. 9980. On 
January 18, 1955, the President, by Executive Order 10590, created 
the President’s Committee on Government Employment Policy and 
abolished the Fair Employment Board. The funds contained in this 
request for the Fair Employment Board will be required for the new 
committee. 

The details of these programs and budget estimates under our 
salaries and expenses appropriation are described and justified in the 
document you have received. There is one other item which I would 
like to discuss with you. 

For the past 2 years there has been no appropriation for paymett 
of the Government’s normal contribution to the Civil Service Retire- 
ment and Disability Fund. Public Law 555, of the 82d Congress 
established the Committee on Retirement Policy for Federal Per- 
sonnel for the purpose of making a comparative study of all retire 
ment systems for Federal personnel and reporting to the Congress 
its findings and recommendations. Appropriation action was de- 
ferred pending the committee’s report which has now been filed witli 
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the Congress and which is being studied by the Commission and others 
in the executive branch. 

We have not included a request in this budget for an appropriation 
to the retirement fund. The Civil Service Retirement Act provides 
that the Commission shall submit annual estimates of appropriations 
necessary to finance the retirement. and disability fund. The act does 
not specify the basis to be used in determining the amount to be appro- 
priated. The administration plans to submit an amendment to the 
retirement act to establish a statutory basis for determining the 
amount of he Government’s contribution to the retirement fund and 
will submit a supplemental request at a later date based upon congres- 
sional action on the proposed amendment. 

This brief summary of the program we propose for the fiscal year 
1956 concludes my formal statement. After such statements as Com- 
missioners Moore and Lawton may care to make, we shall be glad to 
discuss in as much detail as the committee may desire any of the 
budget items or operating programs of the Commission. 

Mr. Tuomas. A very nice stateemnt. Commissioner Moore, do you 
have a statement for us? 

Mr. Moors. Mr. Chairman, I have a short statement. The reason I 
do not have a lengthy statement is because I believe Chairman Young 
has made a fine presentation and overall justification for appropria- 
tions which the Civil Service Commission is requesting for fiscal year 
1956. 

However, I should like to make several observations. First, al- 
though our request for fiscal year 1956 is about a million and one- 
quarter dollars above the amount appropirated for fiscal year 1955, 
nevertheless, if granted, it will be the second lowest annual appro- 
priation for the Civil Service Commission in the past five fiscal years. 

By reason of my experience on the staffs of congressional committees 
| am particularly conscious of my responsibility concerning the 
judicious expenditure of funds appropriated by Congress. I am also 
aware of the necessity of constantly seeking ways and means of elim- 
inating unnecessary expenditures and securing ample justification for 
increases which may be requested. 


BASIS FOR INCREASED BUDGET 


Last year the Congress approved an appropriation of $15,575,600 
for the Civil Service Commission. This year we are asking for a 
total of $16,825,000, which represents an increase, as I have stated, 
of about a million and one- quarter dollars. Briefly, the reasons for 
this increase are as follow: 

An increase of $1,617,691 for our activities is required for the 
following reasons: 

1. New work due to the expanded governmentwide incentive awards 
program authorized by Congress. 

2. New work due to recruiting above the minimum salary of the 
gr ade as authorized by Congress. 

3. Other new work concerned with the evaluation and postaudit 
of j Investigative reports as required by Executive order. 

+. Increase in program levels and workloads. 

. Deferment of workloads from fiscal] year 1955. 
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6. The extension of the competitive service to Alaska and overse 
areas. 

7. Necessary increases in travel and other expenditures to accoy. 
modate the foregoing increases. 

Set off against this increase is a saving or decrease of $368.29) 
which will be reflected during fiscal year 1956 by reason of reduction 
in workloads, reductions in unit costs, elimination of functions, ay) 
decreases in travel and other expenditures. This substantiates oy 
request for a net increase of $1,249,400. 

As I stated to your committee last year, I believe the primary fune. 
tion of the Civil Service Commission is service to the departments and 
agencies, to the Congress, to the general public, and to the Feder 
employees. It is my opinion that the appropriation we request js 
reasonable and necessary to carry out primary responsibilities and 
functions which Congress has vested in the Civil Service Commissioy, 

Mr. THomas. Very nice. 

Commissioner Lawton, do you have a statement ? 

Mr. Lawron. I simply want to endorse the statements of Mfr. 
Young and Mr. Moore. 


NEW APPOINTMENT SYSTEM 


One of the major problems that affects next year’s estimate is the 
new workload that has to be carried out in connection with the career: 
conditional appointment program. If you have to spend a lot of 
money putting on temporary people because you have not conducted 
a sufficient number of examinations and those same people do not 
qualify high enough on the register to receive appointments, you 
waste money. 

Mr. Tuomas. You have 220,000 employees who have been on the 
rolls for 2 to 4 years, and what is a better test than performance’! 

Mr. Lawton. We will hire more than that number next year. 

Mr. THomas. We assume if they were not any good you would have 
let them go before now. 

Mr. Lawton. I am talking about new hires, people who will come 
into the service in 1956 and following years. 


DELAY IN PROCESSING OF CASES 


Another of the Commission’s problems has been the criticism from 
courts, employee organizations, and others of the length of time tt 
takes to process cases. That is a situation, particularly with respect 
to appeals, that should not exist. It is costly, particularly in a court 
case where the decision may be reversed and a large sum of money pai 
to the employee for time he did not work. 

een Do you mean they should not have a right of appeal 
at all? 

Mr. Lawton. No. I say it should be speeded up and not delayed to 
the present extent. 

I think the requests that have been made for the 1956 budget are 
reasonable. They were carefully screened by the Commission ant 
in my opinion are badly needed. 

Mr. Tomas. A very nice statement. Thank you. 
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REORGANIZATION OF THE COMMISSION 


The Commission’s reorganization has been in effect how long now? 

Mr. Youne. A little over a year. 

Mr. Tuomas. Who made the reorganization study for you? 

Mr. Youne. We made it internally ourselves. 

Mr. Tuomas. Did you have the pr of some outside management 
firm, the Hoover Commission, or anyone like that ? 

Mr. Youne. No. We had no counsel or advice from any outside 
management firm. I may be wrong, but I think the people running 
a business are in the best position to do their own reorganizing. The 
internal reorganization committee of which Mr. Nelson Rockefeller is 
chairman made some suggestions with respect to the operations of the 
Commission. 

Mr. Tuomas. Mr. Rockefeller is an expert on civil service. 

Mr. Youne. And Mr. Flemming was on that committee and knows 
a great deal about it. 

Mr. Tuomas. The doctor was a member of the Commission for 5 or 
6 years but—go ahead. 

‘Mr. Young. I think the reorganization has worked out reasonably 
well. Weare still making some modifications of it. One of the great 
advantages was to centralize the focus of responsibility under a top 
staff. Under the old system 32 people were reporting to the Execu- 
tive Director and now only 7 are reporting to the Executive Director. 

Mr. Tuomas. The Commission did not request any money from us 
or get any funds from the Bureau of the Budget for your reorganiza- 
tion study ? 

Mr. Youne. We did not. 

Mr. Tuomas. That is a feather in your cap. However, we find 
after your reorganization you want an increase of $1.2 million about 
250 more employees than you requested before the reorganization. 
Some agencies spend $50,000 for a reorganization and still want more 
money after the reorganization, so you are in a better position than 
most of them. 

Mr. Youne. I think there is some ground for your feeling that re- 
organizations many times cost more money. 

Mr. Tuomas. We are looking for one exception. We have not 
found it yet. We were hoping the Civil Service Commission would 
be the exception. 

Mr. Youne. I can assure you the reorganization is not the cause of 
the increase in our budget estimate. 

Mr. Tuomas. That statement does not exactly jibe with what you 
suid in your opening statement. You have reduced the number of 
employees, your recruitment figure for the ensuing fiscal year is only 
294,000 and your turnover is about 15 percent. Those figures are 
considerably less than what the Commission has had in years. How 
do you account for your increase plus your reorganization 


NEW APPOINTMENT SYSTEM 


Mr. Youne. I think you have to look at it this way: The major part 
of the Increase arises from installing this new appointment system. 
Mr. THomas. That only involves 220,000 employees. 
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Mr. Youn. It involves the entire examining program because jt jx 
necessary to change past practices and train our own people and thos 
in the boards of examiners on the new way of doing business, 

Mr. Tuomas. You only had 675,000 indefinite employees and 455, 
000 of them were given permanent "appointments. 

Mr. Youne. We have had to defer some of our normal workload jy 

1956 in order to get that program under way. It is one of the final 
actions necessary to clean up the personnel situation left over fro 
the Korean emergency period. 


DECENTRALIZATION OF CIVIL SERVICE SYSTEM 


You have to realize that during the whole period of development of 
the civil-service system from 188: 83 until after the war period the trend 
was to develop a highly centralised civil-service system. In 1938 
you had only 800,000 Federal employees. That went up to nearly 
4 million in 1945. Since then it has been fluctuating until it has 
dropped down to the present level of 2,300,000. And it looks as i 
under present conditions this 2,800,000 is here to stay. 

Forty-nine percent of these people are in the Department of Defens, 
which is an area in which I do not believe we are going to see any dras 
tic cuts. Another 22 percent is in the Post Office Department, which 
is an expanding rather than a contracting business. Another 7 per- 
cent is in the Veterans’ Administration, which is also an expanding 
business; and about 20 or 21 percent account for all the other Gor- 
ernment agencies and departments. So if we are going to have big 
government with us, at least for the foreseeable future 

Then it has to be set up on a completely different basis than in the 
past. It has to be done on a decentralized basis with a delegation 
of authority to all the component parts of the governmental systet, 
In the last 15 years since the growth of this big- -size operation, you 
have not had more than 3 years of what you might regard as normal 
or peacetime business, and 3 years is no time at all to change all the 
psychology of previous administrations on the way in which you 
should deal with civil service on this scale. 

This change in approach was successfully started during the course 
of the last adminisartion, before this administration came into office, 
and we are developing and following out the same trend. 

To run any decentralized program you have to have certain basic 
factors. First, you must have an overall framework of policy within 
which to work. This is something this Government has never had 
since the war. Secondly, you have to have an adequate number of 
trained and competent administrators who can be put in the cot- 
ponent parts of this decentralized system and who can stand on theit 
own feet and exercise decentralized authority subject to inspection 
and audit. You have to have inspection and audit not only to se 
that people stay on the reserv ation, but to make sure the Americal 
citizen is getting his money’s worth out of the program. And finally, 
you have to have enough money to carry that out. That is what ve 
are trying to develop here. 


NEW CAREER CIVIL-SERVICE PROGRAM 


This new appointment system was made possible by the modifica- 
tion of the Whitten amendment in the last session of Congress, and 
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it represents the first time we have been able to build up a continuing, 
table, nonpartisan system, since the war. We have tried to set up 
, system that will really do two things: 

(1) Insulate a permanent civil-service career system against the 
violent changes of the last few years. Many people look at Federal 
employment as a stable thing, but when we look at the picture of Fed- 
eral employment we immediately see how it has fluctuated—up with 
Korea, then down, and I guess it will go up again. As long as we 
are going to live in this age of semimobilization that will be the case, 
« whatever system we have must be adapted to our needs. 

It is also aimed at insulating, so far as possible, the career service 
from influences of politics, which I think is definitely important. 

(2) It is aimed at cutting down turnover. We find that 50 percent 
or more of our turnover occurs in the first 3 years of employment. If 
aman stays 3 years, the chances are he is interested in employment on 
acareer basis and will stay on. At the end of the 3-year period he then 
secures his first career status. The main difference between the 3-year 
career-conditional service and the permanent is that in the event of a 
reduction in force the man in a career-conditional status goes out be- 
fore the permanent employee. 

In that way you maintain a hard core of civil-service employees. 
We have high hopes that this will provide the kind of stability and 
career incentive that we want and at the same time promote the morale 
and reduce the difficulty we have been having with respect to re- 
cruitment. 

It is with that kind of background we have to look at the small 
increase. It is still below what it was a couple of years ago. 

The reorganization of the Commission has provided the necessary 
internal machinery, and I believe that if we move along in terms of 
training, in terms of getting to a full examining program, that we can 
do a job here which will save the Government and the taxpayers 
money in the long run in terms of more efficient administration, 

I did not mean to make another speech, Mr. Chairman. 

_ Mr. Tuomas. That is all right. That is very instructive and very 
interesting, 

With reference to your statement concerning this 3-year condi- 
tional employment and its relationship to setting up a hard core of 
civil-service employees, it has been my observation through the years 
that the most permanent part of civil service has been definitely a 
hard core of civil-service employees from grade 10 up. When you 
once get to grade 10 and up, the turnover is pratically nil. Is that 
correct ¢ 

Mr. Youne. It depends on what you are talking about. We are 
having a very difficult time keeping any engineer above grade 9 
In the service. 

Mr. Tuomas. In the broad field of employment your hard core has 
been in grades 10 and up. Your turnover has been in grades 2 through 
9, and it has certainly been more than 15 percent, has it not? 

Mr. Youne. It was 14.8 percent in 1954. It has varied. 

Mr. Tuomas. In wartime it ran to 22 percent and 23 percent, but it 
certainly did not come out of the upper brackets. You have always 
had a hard core of civil-service employees in the upper brackets. 

Mr. Youne. You get a lot of permanent people in the upper 
brackets, there is no question about that. One of the things that 
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bothers us is whether we are getting the right people in the upper 
brackets. Many of them have gotten up in the upper brackets oye 
many years of service perhaps in some cases more on the basis of 
seniority than of ability. 

Mr. Tuomas. But when he once reaches that status there is no way 
of getting rid of him; he is there. 


DISCHARGES FOR CAUSE 


Mr. Youne. You have to remember that today we are probably 
firing from the Government for cause people at the rate of—it is 1,50j 
a month, is it not? 

Mr. Macy. About 20,000 a year. 

Mr. Tuomas. What are the causes? 

Mr. Young. Instability; it may be laziness or incompetence ; abuse 
of leave. 

Mr. Tuomas. When did that procedure of firing start ? 

Mr. Young. It has been going on at about that rate all along, 

Mr. Tuomas, 20,000 a year? Do they exercise their rights of ap- 
peal ? 

Mr. Younes. A certain portion of them will appeal. In 1950, for 
example, the discharges for cause were 3 percent of the total, or 
16,000. 

Mr. Tuomas. Did you have any grade 10’s or above that you fired 
for cause, inefficiency, or some other reason ? 

Mr. Youne. I cannot tell from these figures what grades they 
were in. In 1952 there were 32,000 discharged for cause; 31,400 in 
1953; and 21,600 in 1954. It still runs from 3 percent to 5 percent 
of the total, which is a fairly small proportion. 

Mr. Tuomas. It is rather high, and it certainly is news to this con- 
mittee that that many have been fired. I am wondering how many 
contested or appealed ? 

Mr. Macy. The total number of section 14 cases, which would be 
veterans’ preference appeals would run about 1,000 a year, as I recall 
it, that come into the Board of Appeals and Review in the central 
office. So it would be a relatively minor percentage of this total num- 
ber that actually carry their right to appeal through the final steps. 


ORGANIZATION OF THE COMMISSION 


Mr. Tuomas. I was very much interested in your organization 
chart. I wonder if you would turn to the three sheets of your organi: 
zation chart. What I have difficulty doing is reconciling your or- 

anization chart with your bureau activities, and in seeing how they 
ft in with your organization chart. 

You have the Office of the Commissioners; Executive assistant: 
Personnel Advisory Services to the President; Fair Employment 
Board; Board of Appeals and Review; then there comes your Exect 
tive director. Our friend here is rather shorthanded. He has only 
24 people, 10 of them above grade 13. 

Mr. Tow. It should be more to get the job done right. 

Mr. Tuomas. Then you have the Office of the General Counsel. | 
did a little adding up here of the upper echelon. You have a total of 
561, and 30 percent are grade 13’s and above. Where do they fit 10 
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rour activities of recruiting and examining, investigation of character 
and fitness for employment, inspection and classification audits, ad- 
ministration of the retirement systems, developing programs and 
standards, and so on? 

Mr. Young. This organization chart shows where they are. 

Mr. Tuomas. Where do they fit in with these bureaus / 

Mr. Macy. Mr. Chairman, I believe I can explain that. 

Mr. Tuomas. Your figures on your bureaus do not jibe with your 
detailed justifications so they get me confused when I begin to get 
reasonably technical. 

Mr. Macy. Activity 1, which relates to recruiting and examining, is 
covered primarily in two places in the organization chart. 

Mr. Tuomas. Put your finger on them. 

Mr. Macy. First in the Bureau of Departmental Operations, the 
chart on page 2, in the examining division on the left-hand side. 

Mr. Tuomas. And you have 1,021 employees in that bureau under 
that heading according to my calculation. Where does that figure with 
your breakdown ? ! 

Mr. Macy. The 306 employees in the examining division are a part 
of activity 1. Then another large segment of activity 1 we find over on 
the following page in the Bureau of Field Operations where there is an 
examining activity carried out in the various regional offices. 

Mr. THomas. You have 1,020 under the Bureau of Departmental 
Operations. 

Mr. Macy. The portion of activity 1 in the Bureau of Departmental 
Operations is the 306 in the examining division. 

Mr. Witt1ams. Mr. Chairman, you can not compare the two. One 
on a straight organizational basis and the other is on an activity 
asis. 

Mr. Toomas. That is the conclusion I came to. What is the pur- 
pose of your organization chart if it does not reflect your activities, 
or if there is no connection between the two ? 

Mr. Youne. I have often wondered why the budget was in this 
particular form. I assumed it was because that was the way the com- 
mittee wants it. It issomething I will look into. 

_ Mr. THomas. What is the use of having an organization chart if 
it does not reflect your activities? If it does not dovetail with your 
activities it does not mean anything. 

Mr. Youne. The budget is set up, of course, on a functional basis 
= than an organizational basis. It could be set up any way, 

suppose, 

Mr. THomas. You choose the method of setting it up. We do not 
choose the method. All we asked for was an organizatoinal chart 
showing your employees, and certainly from that we expected to get 
some reasonably accurate idea of what they were doing, and you do 
not get it from your organizational chart, certainly not a complete 
picture. I think your budget officer’s statement is correct that there 
ls some connection but it is far from being an accurate picture. 

Mr. Youne. They are both an accurate picture but they are two 
different pictures. 

Mr. THomas. Your organization table sets out what this particular 
group ‘i employees do, but then you have to go back to your activities 
0 get that. 
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Mr. Youne. The budget is not set up on the basis of the organiyy. 
tional aspect of the Commission. It is set up on the functional] basis 
which has been the traditional way it has been set up. 

Mr. Tuomas. I am not talking about anything now but “Salaries 
and Expenses,” not your other activities. For all practical purpos 
the overall amount of salaries and expenses in a lump-sum appropria- 
tion, and the justification by activity does not mean, by any means, 
that the Commission is bound to stay with its justification. 

Mr. Youne. Does not the Bureau of the Budget control that? 

Mr. Wiu1aMs. There is no legal obligation to do so. There js , 
moral obligation, however. 

Mr. Tuomas. Suppose in the fiscal year 1956, for some reason bes 
known to yourselves, you decide not to spend your budget request of 
$4.8 million on recruiting and examining, but. you decide to spend $1 
million of that money on investigation. ‘There is no legal impediment 
to your doing so, is there ? 

Mr. Wuuaiams. There is no legal bar, but there are two reasons why 
it would not be done. First, the Bureau of the Budget would not 
let us do it; and second, it would have to be an extreme case where 
we would divert that much of our money from one function to another. 


UNOBLIGATED BALANCES 


Mr. Tuomas. As far as you can see for the remainder of fiscal year 
1955, do you anticipate an unobligated balance for your activity of 
recruiting and examining ¢ 

Mr. Wut1aMs. No. As a matter of fact we have more work to do 
than we have money to accomplish it. 

Mr. THomas. Do you anticipate an unobligated balance in the ac- 
tivity of investigation ? 

Mr. Wiraiams. No, sir. We have already allocated the amount 
that will be spent on investigative work. We will spend that, no 
more and no less. It will not accomplish all the work we have, so we 
will have a backlog of work. 

Mr. Tomas. Does that apply to all your activities in your various 
bureaus? When do you make your allocations? 


MORAL OBLIGATION TO ALLOCATE FUNDS AS JUSTIFIED TO CONGRESS 


Mr. WiuuiaMs. They are made in the beginning of the year when 
we get our appropriation. The Chairman decides how it will be split. 

Mr. Tuomas. Is his decision based on the budget justification ‘ 

Mr. Wuu1aMs. Yes, sir. 

Mr. THomas. And it is strictly hewed to? 

Mr. Wiutams. Yes, sir. Some things happen, of course, during the 
year. You always get some fluctuations of workload requiring shifts 
of funds, but it is rarely anything substantial. 

Mr. Youne. The Bureau of the Budget watches it very closely. 

Mr. Tuomas. But you make the original allocation, and your allo- 
‘ation is based on your budget justification ? 

Mr. Youna. Yes. ’ 

Mr. Tuomas. Then what does the Bureau of the Budget do? Do 
they ask you to give your best estimate of how you will allocate your 
money during the year and then they turn around, under the Appor- 
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tionment Act, and tell you how much you can spend in this quarter 
and how much in that quarter 2 

Mr. Youna. Yes. 

Mr. Tuomas. But you are not bound by that? 

Mr. Young. \coaiie: as far as I know, we are bound by it. Have 
there not been cases in the past where we came back and consulted this 
committee in regard to changes ? 

Mr. WitiraMs. We have on past occasions. I do not think any- 
thing of sufficient moment that has occurred in the last 4 or 5 years 
ty warrant that, as I recall. 


SALARIES AND EXPENSES 


Mr. Tuomas. We will insert in the record at this point page 1 of the 
justifications, which is a breakdown of the Commission’s functions or 
activities. Among other things, it shows that the request for salaries 
and expenses alone for fiscal year 1956 is $16,825,000, which is an in- 
crease of $1,249,400 over fiscal year 1955. 


NUMBER OF EMPLOYEES 


It also shows that for the fiscal year 1956 you are requesting 3,099 
employees, an increase of 257 over fiscal year 1955, and that person- 
nel load is broken down to 1,746 for fiscal year 1956 in the central 
office, which is an increase of 146 over fiscal year 1955; and 1,353 
for your field offices for 1956, which reflects an increase of 111 over 
last year. 

(The table referred to is as follows :) 


Salaries and expenses appropriation—Comparative summary by activity 


| | Changes (+ 
Activity 1955 1956 or —), 1956 com- 
| 











| pared with 
1955 
1, Recruiting and examining.._..._............--.--------- | $4,465,573 | $4, 852, 000 +$386, 427 
2. Investigation of character and fitness for employment --- 2, 796, 640 | 3, 423, 000 +626, 360 
3. Inspection and classification audits... ._.........------- , 1, 944, 510 | 2, 034, 000 +89, 490 
4. Administration of the retirement systems. -_-......-...-- 1, 192, 504 1, 188, 000 —4, 504 
5. Developing programs and standards_________.___________-| 1, 155, 200 1, 179, 500 +24, 300 
6. Regulatory, appellate, and advisory functions of the 
7 is Sa i ee | 1, 030, 895 | 1, 025, 000 —5, 895 
Executive and administrative services......_____________- 1, 148, 102 1, 154, 000 | +5, 898 
Total personal services. ........................--.-.-- 13, 733, 424 14, 855, 500 +1, 122, 076 
Other objects of expenditure. .._._._......-........_-- 1, 842, 176 1, 969, 500 +127, 324 
Total appropriation or estimate. _____- BR as 15, 575, 600 16, 825, 000 +1, 249, 400 
Number of positions: PEA PRE se Adee PO EES 
Central office. ...............- Lduistsiininodeaz— 1, 600 1, 746 +146 
Fie ia a EG es eee eer te Fee be } 1, 242 1, 353 +111 
POE, et A Eh aie ei we ) 5 eee & 2, 842 3, 099 +257 


OBJECTS OF EXPENDITURE 


Mr. Tuomas. At this point we will insert in the record page 79 of 
the justifications, showing your other objects of expenditure: Travel; 
transportation of things; communication services; rents and utility 
services; printing and reproduction; other contractual services; sup- 
plies and materials ; equipment ; refunds, awards, and indemnities ; and 
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taxes and assessments. They total $1,969,500 for fiscal year 19; 
against $1,842,176 for 1955, which is roughly an increase of aboy 
$127,000. 

(The material referred to is as follows :) 


OTHER OBJECTS OF EXPENDITURE 


GENERAL STATEMENT 


A total of $1,969,500 is requested for objects of expenditure other than persona) 
services for the fiscal year 1956. This amount is based on the program and the 
staff outlined in the activity estimates heretofore presented. 

The following summary statement shows the amount expended for each objec 
of expenditure during the fiscal year 1954, the amount authorized for fiscal] year 
1955, and the amount requested for the fiscal year 1956: 


diet 1955 author- 1956 esti. 
Object classification 1954 actual ized ane 


$422, 217 $443, 000 $495, 0 
Teememertation Cf tINGs..... ... 222 ic ccdiodscuvsecs< deepens : 51, 004 44, 200 44, 000 
Communication services--------- ne 482, 288 519, 900 520, 300 
Rents and utility services___-____- ' 69, 023 64, 600 56,200 
Printing and reproduction aa) 291, 248 273, 600 292, 000 

: | 346, 804 269, 476 301, 000 
Supplies and materials i . 198, 802 | : 180, 00 
Equipment 102, 188 é 77,500 
Refunds, awards, and indemnities 2, 700 | 3, Nal ail 
Taxes and assessments 26, 869 | , § 3, 500 


Total, other obligations , 1, 993, 143 1, 842, 176 1, 969, 500 


Mr. Tuomas. Your “Other objects” total is in the neighborhood of 
14.5 percent of your total personnel cost, which is a little high. The 
classical figure is around 10 percent. Some agencies reduce their 
“Other objects” cost below 10 percent. 

Mr. Youne. That is dependent a good deal on the nature of the 
business. 

Mr. Tuomas. Well, that is true where most of their funds are spent 
for salaries and not for grants. Your agency fits into the classifica- 
tion where the funds are spent primarily for salaries, and 14.5 percent 
is considerably high. 

Mr. WitttaMs. One of the causes is that we now pay for our mailing 
privileges. 

Mr. Young. Also, do we not have the group life insurance program 
in there? 

Mr. Tuomas. No, that comes under a different appropriation item 
where you want $140,000. 

Mr. Wixt1ams. The Commission’s contribution to the insurance 
fund is in here for its own employees. 

Mr. Tuomas. I am trying to find a table where you show increases 
and decreases for other objects. I do not find it in here. Do you have 
a table showing your pluses and minuses? 

Mr. Witu1aMs. There is not one in the material. . 

Mr. Youne. We will supply one. 

(The material referred to is as follows :) 
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eae | = 
- ae Changes (+ or 
Object class | Fiscal year | Fiscal year | _) 1956 esti- 
, mates over 1955 
ei eee rere 
1 Personal services.......------+--------+---------+--+---- | $13,733,424 | $14, 855, 500 +$1, 122, 076 
Se Ti8VOL..~2--cauhdinectttere-~timenehGwee Ud Uab ods 443, 000 495, 000 +52, 000 
(3 Transportation of things-----.---.---------------------- 44, 200 | 44, 000 - 
4 Communications services. .....-....-..----------------- 519, 900 520, 300 +400 
as Rents and utility bins akevneqsccuessnenkes 64, 600 56, 200 —8, 400 
% Printing and reproduction we cen nec erecee sn eceee---- ---| 273, 600 292, 000 | +18, 400 
o7 Other contractual services - ---.....-.------------------- 269, 476 301, 000 | +31, 524 
(8 Supplies and materials... -....-.------------------------ 150, 200 | 180, 000 | +29, 800 
99 Equipment---.--------------- wn 2- 02+ ---------------- 44, 300 77, 500 +33, 200 
13 Refunds, awards, and indemnities----.......-........- 3, 000 | ..------------ —3, 000 
15 Taxes and assessments. --.--......-----------------------| 29, 900 | 3, 500 — 26, 400 
Total RUMI BIBER. cans seen cnn nnsaesewienssncsul 15, 575, 600 16, 825, 000 +1, 249, 400 





Mr. Tuomas. You show an increase for travel of about $50,000. 

Mr. Witx1ams. About $52,000, Mr. Chairman. 

Mr. Tuomas. $52,000 for 1956. There is no change in transporta- 
tion of things; no change in communication services; in rents and 
utility services there is a reduction of $8,400 ; in printing and reproduc- 
tion there is an increase of about $18,400; in other contractual services 
there is an increase of about $31,000; in supplies and materials there 
isan increase of about $30,000; in equipment there is an increase of 
about $33,000. 

TRAVEL 


On the travel item your justification says: 

Requirements for this object class include the transportation of persons, their 
per diem in lieu of subsistence while in an authorized travel status, and other 
expenses incident to travel which are to be paid by the Government either direct 
or by reimbursing the traveler. 

Then there is a table which sets out the travel requirements by activi- 
ties, recruiting and examining; investigation; and inspections and 
classification audits. Then its lumps all other travel together at 
$59,000, which is a slight increase over last year. Your main increase 
is in your inspections and classification audits, where there is an in- 
crease of about $30,000. 

What is the status of your travel money as of January 1 of this year? 
With the $9 per diem I do not imagine many of your people want to 
travel, do they ? 

Mr. Macy. They do not want to. 

Mr. Youne. 1 hope you will raise that. 

Mr. WiLniaMs. Our spending for travel in the first 6 months will 
be about 10 percent less than in the last 6 months. In some parts of 
the country travel conditions are poor, particularly in the winter 
months, so the travel program is heavier in the spring and early sum- 
mer months. Traditionally there has been about a 10-percent higher 
spending in the last 6 months than in the first 6 months. 


TRANSPORTATION OF THINGS 


_Mr. Tuomas. For transportation of things you are requesting 
“4,000. Will you have a lot of people moving / 

Mr. Wit1ams. $13,000 is for transporting household goods for em- 
ployees transferred from one station to another. The rest is for the 
shipment of supplies to our regional offices, and so forth. 
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PRINTING AND REPRODUCTION 


Mr. Tuomas. Insert page 83 in the record at this point, particularly 
the table showing the breakdown for printing and reproduction for th, 
fiscal years 1954, 1955 and 1956. 

(The materia] referred to is as follows :) 


The table below shows the breakdown for printing and reproduction for the 
fiscal years 1954, 1955 and 1956; 


: ee ) 
1954 | 1955 | 1956 
actual authorized | estimate 





Occupational and classification standards $7, 815 | $5, 500 | 
Federal Personnel Manual 3, 332 | 4, 800 
Official Register (required by law) s 24, 288 | 25, 000 
Announcement of examinations 74, 899 66, 000 
Examination questions and supplemental forms 61, 984 50, 000 | 
Application blanks and supplemental forms--_--.---.........-----| 20, 677 20, 000 | 
Annual report and report of the board of actuaries___......___---| 2, 886 2, 850 
Informational pamphlets and handbooks... -...-.....--.-------- 44, 628 35, 000 
Cards, letterheads, forms and other miscellaneous items__-_----- 50, 739 64, 450 


73, 600 | 202. 0X 





Printing requirements are estimated to provide the materials necessary to 
carry out the work programs heretofore presented. Increased needs amounting 
to $19,000 are estimated for 1956 as follows: (1) Approximately $6,000 for a 
proposed revision of format to clarify and simplify the material in the Federal 
Personnel Manual; (2) $6,000 for examination announcements to provide for the 
needs of an expanded examining program in 1956; and (3) $7,000 for the incen- 
tive awards program for pamphlets to be issued, the annual report on the pro- 
gram, and miscellaneous materials. 

Mr. Tuomas. This printing is all done by the Government Printing 
Office, I presume ? 

Mr. WitiiaMs. Yes. 

Mr. Tuomas. You have some commercial printing, I know. 

How many copies of the Federal Personnel Manual do you pay for! 

Mr. WitutamMs. We pay only for our internal copies. The other 
agencies pay for theirs. 

Mr. Tuomas. You request $25,000 for the Official Register. You 
bear the total cost of that now ? 

Mr. WituiaMs. Yes. 

Mr. Macy. That is required by law. 

Mr. Witu1aMs. We pay for the format, the printing, and the nun- 
ber of copies which are required by law to be distributed to certail 
individuals. 

Mr. Tuomas. You request $72,000 for announcement of examina 
tions. What goes into that? 

Mr. Wiutu1aMs. That has to do with the printing of an appropriate 
number of announcements of examinations to be held. There has tobe 
nationwide distribution of the announcements. 

Mr. Tomas. How many copies of that do you print? 

Mr. Witu1aMs. If we are going to announce an examination fo! 
physicists we will have printed up announcements giving the exami! 
ing date, the requirements that have to be met, conditions of employ 
ment, and so on. We distribute a total of 6 million copies of varioll 
announcements a year. 

Mr. Tuomas. Is it mimeographed or printed ? 
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Mr. Wi11ams. Some are gotten up to attract the kind of people we 
are trying to reach. They are not elaborate but they are rather 
attractive. 

Mr. Youne. They should be more attractive if we are to be success- 
ful in our recruiting program. 


OTHER CONTRACTUAL SERVICES 


Mr. Tuomas. You are requesting $301,000 for other contractual 
vrvices, an increase of about $31,000. Under that item you have 
repairs to machines and so on, which is repairs on IBM machines and 
so forth. 

Mr. Witt1ams. And the storage and maintenance of vehicles. 

Mr. Tuomas. You are not asking for any new vehicles this year, 
are you 4 

Mr. Witt1aMs. No, sir. 

Mr. Toomas. How many do you have in the field ? 

Mr. Witt1amMs. We have none in the field. We have 3 passenger 
carsand 5 trucks in Washington. 

Mr. Toomas. None in the field ? 

Mr. Wuu1AMs. No, sir. 

Mr. Tuomas. In your table of maintenance and operating costs 
for automobiles, it is a small amount; do you have a figure showing 
what it is ¢ 

Mr. Witu1ams. No, I do not. It is a very small sum, including 
gas, oil and repairs, as they may be needed. Related to the total it is 
pretty small. Most of the repair is the same as done by GSA; they 
do the work for us. 

Mr. Youne. Does this include the IBM’s? 

Mr. Witurams. No. That is rental. 

Mr. Toomas. That would be under rental ? 

Mr. Wiuu1aMs. Yes. 


MEDICAL EXAMINATIONS MADE BY VETERANS’ ADMINISTRATION 


Mr. Tuomas. We have an item here which is the same as last year, 
reimbursement of the Veterans’ Administration for medical examina- 
tion of annuitants. You have a pretty good medical staff. How 
many doctors do you have this year? I believe I saw a figure of 24, 
or was it 11? 

Mr. Wit11ams. We have 19 doctors, altogether, 11 of them out in 
the field. 

Mr. Youne. One in each regional office. 

Mr. Wint1aMs. This item has to do with disability annuitant ex- 
aminations, that is the retiring annuitants, who are going to retire for 
disability reasons; there are a good many of these. 

Mr. Tuomas. They are given an examination on retirement, even 
though they are entitled to retire, as a matter of operation of law? 

Mr. Wu1aMs, No; they apply for disability retirement. Their dis- 
ability must be established before they are entitled to retire. 

Mr. Tuomas. We are talking about two separate things. Here is a 
man who is going to retire by operation of law, and certainly you do 
hot give him a physical examination ? 
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Mr. Witu1ams. No; not if he is retiring because of age rather thy 
disability. 

Mr. Tuomas. That is, when he retires. This only covers persoyg| 
who expect to retire because of disability ? 

Mr. WuuraMs. That is correct. 

Mr. Youne. Where an operating agency has a man who desires ty 
retire because of disability 

Mr. Tuomas. But that comes under disability retirement. 

Mr. Youna. Yes; the agency may have requested his retirement, 

Mr. Tuomas. But this would be disability retirement, either volup. 
tary or enforced ? 

Mr. Youna. Yes, 

Mr. Wiu1aMs. The biggest item is for medical examinations that 
have to be made each year to verify that the disability is continuous 

Mr. THomas. What do you pay the Veterans’ Administration! | 
think I saw a figure last night on the number of people who are re. 
tired. How many do you intend to retire, not by disability but by 
virtue of operation of law in fiscal year 1956? 

I do not see that figure. I thought I saw it last night. 120,000; was 
that right? 

Mr. Wri1aMs. About 280,000 people are on the retirement roll nov. 

Mr. Tuomas. No; I am talking about those who are going to retire 

Mr. Young. In the coming year ? 

Mr. Tuomas. In the fiscal year. 

Mr. Wiu1aMs. I was giving you the number of annuitants on the 
roll. 

Mr. Tuomas. I do not see that figure here but I thought I ran acros 
a figure last night, but I do not see it under the retirement fund. 

Mr. Youna. The figure of 57,000, if that is the one you are thinking 
about, for the estimated annuity and death claims for the fiscal 
year 
~ Mr. Tuomas. Well, is that a good figure now ? 

Mr. Macy. I think you will find it on page 48. Our experience 
indicates that the number of claims added to the annuity roll will be 
24,988 in 1955 and 24,973 in 1956. 

Mr. Tuomas. Does that 24,000 figure indicate that you will have that 
many retired in fiscal year 1956? 

Mr. Macy. Those would be the additions to the annuity roll. 

Mr. Tuomas. I am talking about those who will retire. 

Mr. Macy. Yes. 

Mr. Youne. Yes; that is right. 

Mr. Tuomas. What part of that 24,000 represents those who are 
going to be retired because of disability? In other words, how do 
you arrive at this 72,000 figure that you want to pay the Veterans 
Administration every year. In other words, what do you pay the 
Veterans’ Administration; per “copy”? Per examination ? 

Mr. Wiuu1ams. The cost depends upon the particular case. 

Mr. Tuomas. Well, give us a little information about it. 

Mr. Wiiui1aMs. We have a charge which the Veterans’ Administra 
tion makes to us, depending upon the kind of examination. 

Mr. Tuomas. Do you not know what the schedule of fees is? 

Mr. Wiiu1aMs. I do not. 
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er than Mr. Tuomas. Can anybody give us a little information on that item 
¢ $72,000? We do not know whether the Veterans’ Administration 
‘smaking money On you or not. 

Mr. Youne. 1 think we had better send up a report on that. 

Mr. Tuomas. Maybe someone has it. 

Mr. Macy. I do not believe we have; we will supply that for the 


record. 
(The information requested follows :) 
































persons 


S1res ty 


ent. 

Volun- Physical examinations are secured by the Civil Service Commission from the 
Veterans’ Administration on a reimbursable basis as required to determine the 
exact physical condition of applicants for an annuity under the disability pro- 
risions (sec. 6) of the Civil Service Retirement Act, as well as to determine the 

is that entitlement of annuitants already on the rolls to continue to receive disability 

nuous, Eretirement benefits. 

mn? | Examinations are ordered for approximately 5,000 individuals each year. The 

f usual case requires a general physical examination plus other specific examina- 

Are Te- tions including X-rays; and the average cost per individual is approximately $15. 

but by Fees charged by the Veterans’ Administration for conducting physical examina- 

j tions at the request of the Civil Service Commission are one-half of the schedule of 

0+ was fees as listed in the Veterans’ Administration Catalog No. 5. This catalog lists 
’ 3 pages of fees for various kinds of services. 

Some typical examples of the fees charged the Commission by the Veterans’ 

] now. HB Administration are as follows: 

retire, Mi Complete general physical examination_____..._______.____---_----_-__- $3. 75 


Complete examination of heart, including electrocardiogram______-_--~~ 7. 50 
Roentgenological study of chest... ..~-\ nel a 5. 00 


-- 


Or tPA ie ee an ote pcos aan ac esis lont aden cacasion eodsdoean dadondhsebachh estonia ia se-ins tein mneieg liniceeea Tate itron 3. 75 


on the Paychiatric (first ROGr cr eas) Uses et ok ee ae 5. Of 


ACTOS PROPOSED LANGUAGE CHANGE 
nking 


: Mr. Tuomas. I note here under “Language” you want some new 
seal 


language to pay the transportation costs for automobiles of the people 
who are going overseas, 7 or 8 of them. Why open that door in the 
first place? Why are you going to pay the transportation from, say 
Podunk, Tex., to someplace in Germany ? 

Mr. Youne. How are we going to get them to do the job unless we 
can get the automobiles over there ? 

Mr. Toomas. The Army has more automobiles over there than they 
can say grace over; the Air Force has to have automobiles over there; 
why not take advantage of them, and make some arrangements with 
the people over there on a reimbursable basis, and thus save the trans- 

portation costs of transporting an automobile overseas which would 
Tun at least $400 to $500 or maybe more, each way. It is a small item 
» are Me but why open the door? Why not look into that? 


“lence 
ill be 


2 that 


w do Mr. Witt1ams. We will look into it. 
rans 
r the RECRUITING AND EXAMINING ACTIVITY 









Let us come to your recruiting activities for a few minutes. You are 
going to recruit in the neighborhood of 295,000 people in the fiscal year 
1956, which, as I recall, is about the smallest number you have at- 
tempted to recruit in the last 8 or 10 years. You set out the total 
Federal employment at 2.34 million, June 30, 1954, and for all practical 
purposes, it will remain constant, 60,000 foreign nationals excluded. 


You show a turnover on your basic requirement here as about 14.5 
percent. 


stra- 
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PERSONNEL REQUIREMENTS 


Mr. Reporter, will you insert the table on page 6, showing th 
average number of positions and salary costs for this activity? 
(The table referred to follows :) 


PERSON NEL REQUIREMENTS 


The average number of positions and salary costs for this activity are shown 
in the following table: 


Ee ee ieee 
1954 actual 1955 authorized 1956 estimate 
Le, 


Average Average Average 
positions Cost positions positions Cost 


Central office $1, 956, 677 370 | $1, 752, 985 
Regional offices 2, 915, 577 599 | 2,712,588 


Total, activity 1 4, 872, 254 969 | 4,465, 573 


FUNCTIONS OF THE ACTIVITY 


Mr. Tuomas. Also insert the table on page 7, which shows the fune- 
tions of this activity. 
(The table referred to follows :) 


Comparative summary statement by function 


1954 actual 1955 authorized 1956 estimate 


Functions 
Average Average 
positions positions 


Recruiting 

Examining 

is cnc dunctecudeus 

Certifying and auditing 

Answering inquiries 

Directing and servicing boards of 
examiners 

Assisting agencies on in-service 
placement 

Performing medical work 

Providing veterans’ Federal em- 
ployment service 

Maintaining status records 

Administering incentive awards 


Total, activity 1 7 4, 465, 573 


Mr. Tuomas. In positions, an increase of about 90 positions, from 
969 to 1,059. : 

Answering inquiries, 168 positions. How do you break that down' 
Where do most of these inquiries come from ? 

Mr. Youne. From Congress, I assume. 

Mr. THomas. You certainly would not have 168 people engaged 2 
answering inquiries from Congress. 

Mr. Youne. You would be amazed to know how many there are. 


WORKLOADS AND UNIT COSTS 


Mr. Wuuiams. I would say that most of these are in connectid 
with examinations, and the possibility of getting certified. 
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Mr. Tuomas. From individuals? 

Mr. Wiu1AMs. Yes. We get about 1,800,000 a year of this kind. 

Mr. Youne. The unit cost is very low on that. 

Mr. Wuu1taMs. Thirty-nine cents each. 

Mr. Tuomas. I have some notations on that. I was just wondering 
if it cost you 39 cents to answer a letter. 

Mr. Wux1Ams, Probably more than that. The 39-cent cost is an 
average figure. 

Mr. Tuomas. You have a unit cost of 39 cents. 

Mr. Macy. That includes answers over the counter as well. 

Mr. Toomas. How did you arrive at the figure of 39 cents? 

Mr. WutraMs. It is the number of inquiries we get divided into 
the amount of money that is spent answering them. 

Mr. Tuomas. You have a division set up with 168 people answering 
congressional mail and inquiries in general ? 

Mr. Wmu1amMs. No. This covers regional offices, also. We have an 
information desk in each regional office where the general public comes 
in for this type of information. 

Mr. Tuomas. This is scattered throughout your activities? 

Mr. WituraMs. Yes. 

Mr. Tuomas. In the field and in the District of Columbia ? 

Mr. WitraMs. Yes. 

Mr. Toomas. How did you arrive at that figure of 39 cents ? 

Mr. Wit11ams. From our work reports, we get the time spent on 
answering these types of inquiries. It is from actual records. 

Mr. Tuomas. You have a cost accounting system in each division 
and bureau ? 

Mr. Wrtt1ams. We have a cost accounting system that applies to the 
Commission as a whole and every employee’s time is charged against 
what he is doing, the amount of time actually spent on each job. 

Mr. THomas. When was that put into effect ? 

Mr. WriuiaMs. In 1946. 

Mr. Youne. I think it is a pretty good system, Mr. Chairman. 

Mr. Tuomas. There is no question about that. 

Mr. Youne. The unit cost cannot be secured without knowing the 
operation itself. 

Mr. Wi1aMs. The actual experience of cost is reported through 
the cost accounting system. 

Mr. Tuomas. I was just trying to reconcile these figures. 

Will you insert page 8 in the record at this point showing the unit 
cost of your workload ? 

(The statement referred to follows :) 


Workloads and unit costs 


_— 
































1954 actual | 1955 authorized | 1956 estimate 
Cost per Cost per Cost per 
Processed unit Processed unit Processed unit 
— | | 
Applications processed_...........-- 540, 722 $1. 90 439, 600 $1.99 | 539, 100 | $1. 90 
sveilies Certified. o... decncue es 347, 343 1.29 | 344,500 1.26 | 367,600 1.16 
nquiries answered 1, 745, 943 | .39 | 1,710, 000 | .39 | 1, 800, 000 | .39 


—__ 
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Mr. Tuomas. You state here that you are going to process in tly 
fiscal year 1956, 539,100 applications, and from that you are going y 
fill 295,000 vacancies? Is that correct ? 

Mr. Witxt1ams. Not completely correct, sir. These are the app. 
cants we would examine in that period of time, but they may not 
the same people hired in the Federal Service during that same ting 
period. We examine people to establish a register and then that regis. 
ter of eligibles is available as the agencies need people. Eligibles inay 
not get an offer for a year, or sometimes more. 

Mr. Tuomas. There is bound to be some close connection betwee 
the number of people examined and the number of jobs you estimate 
you are going to fill. Just what is that connection, if it is not on, 
day-to-day basis, what basis is it on? There is bound to be some direct 
connection between the two. 

Mr. WituiaMs. The applications we receive-—— 

Mr. Tuomas. How do you arrive at this figure of 539,000 appli: 
cations, at a unit cost of $1.90 per copy ? 

Mr. Witutams. These unit cost experiences, you will note, are the 
actual costs in 1954, which we are projecting; the number of ap)li- 
cations to be processed is in relation to the number of examinations 
we will announce over a period of time. 

Mr. Tuomas. What period of time? You are not going to announce 
539,000 examinations by any means, are you ? 

Mr. WituraMs. 13,800 examinations in 1956. 

Mr. Tuomas. And 539,000 people you estimate will take those ex- 
aminations ? 

Mr. Witxi1aMs. 539,000 will be processed. 

Mr. Tuomas. I have a figure here of the total costs, names certified, 
applications processed of $2 million; that is an overall charge against 
the activity of about $4.5 million, is it not ? 

Where is the rest of the $4.8 million ? 

Mr. Wiuiurams. If you will look at the table on page 7 

Mr. Tuomas. That is what I am looking at. The overall cost is 
$4,852,000, and the workloads and unit costs on page 8, shows 2 
million, Where is the other $2.8 million coming in ? 

Mr. Wiis. The first four items on the table, starting from the 
top, represents the ones you are talking about. Picking up with “i- 
quiry” on down, those items of work are not included in the $2 million 
figure you just quoted. 

Mr. Tuomas. Which items are those? 

Mr. Wru1aMs. Start with the item, directing and servicing boards 
of examiners, $926,200. 

Mr. THomas. Yes. 

Mr. WitxiaMs. From there on, down on that table, the items are not 
included in the $2 million figure which you gave. 

Mr. Tuomas. How did you arrive at that figure? Those are purely 
salaries or what? . 

Mr. Witu1ams. Funds for directing and servicing boards of exall- 
ners is in relation to schedules of visits to the—— 

Mr. Tuomas. That is salaries and travel money ? 

Mr. WituiaMs. Salaries only. 

Mr. Tuomas. I was wondering how you lost $2.8 million so I found 
it rather quick. 








38 in the 
Long to 
© appli. 
VY not be 
Me time 
At regis. 
les may 
bet weer 
‘Stimate 
Ot on a 
& clirect 
| appli. 

are the 

| appli- 


nations 


nounce 
OSE eX- 


tified, 


gainst 


ost is 
ws $2 


m the 


h “in- 
illion 


oards 


e not 
urely 


ami- 


yund 





581 
MEDICAL WORK 


You have 58 people here performing medical work. I thought you 
aid you had 22, Are the remaining number of them nurses or what ¢ 

Mr. Wittrams. Clerical people, supporting personnel. 

Mr. Tuomas. What do these people do, over and above the $72,000 
you have paid to the veterans every year? 

Mr. Young. That also covers the people who are working with the 
physically bee does it not x 

\r. Wir1aMs. That is right, setting up disability programs. 

Mr. Tuomas. Handicapped people and what else ¢ 

Mr. Wittrams. They establish the physical requirements for exami- 
nations conducted by the Commission and boards. 

Mr. Tuomas. What about this status record, with 54 people; what 
isthat? Is that your master file? 

Mr. Wirtu1aMs. That is the service record file, a file of all former and 
present Federal employees. 

Mr. Tuomas. How many of those; you do not put them on until 
they retire, do you ¢ 

Mr. Wintrams. Yes, from the time that start their employment. 
There are about 16 million folders in this file. 

Mr. Tuomas. There are constant inquiries about them ? 

Mr. WitiraMs. Yes. 

Mr. Tnomas. And this contains the record of every Federal 
employee ¢ 

Mr. Wittrams. Yes, past and present. 

Mr. Tomas. Are these 54 positions in the District or Columbia or 
in the field ? 

Mr, Witurams. They are all in the District. 

Mr. Tuomas. This is your master file ? 

Mr. Wrttrams. Yes, sir. The master-service record, which goes all 
the way back to the beginning of an employee’s service. 

Mr. Tuomas. If you want to inquire about X-employee who, per- 
haps, retired 3 years ago, or want to find out how long he was in the 
ervice, it would come from that master list ? 

Mr. Wimu1ams. Yes. This is the only central file on Federal 
employees. 

Mr. Youna. The other files were sent out to St. Louis? 

Mr. Wittrauis. No, they are here; they will be sent to St. Louis 
under a new proposal. 

Mr. Youna. They are all here now. 

Mr. THomas. How many doctors do you have in the central office ? 

Mr. Macy. There are eight medical officers in the Central Office. 

Mr. THomas. What check do you use in retiring a Federal employee 
for disability? Suppose an agency has its own doctor who examines 
in employee and the doctor, on the basis of his findings, a, b, c, and 
d, recommends that this man ought to be retired, that he is perma- 
hently and totally disabled, or 25-percent disabled, does your medical 
staff then turn around and make a reexamination of him ? 

Mr. Witt1ams. No, we will simply review the file, and if it is ade- 
(uate to support the request for retirement for disability, it is based 
on that file. 

Mr. Tuomas. Do they often times call in the applicant for a reex- 
amination of him ? 
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Mr. Witi1aMs. No, not if they have a sufficient medical history an) 
a statement as to his inability to perform services in accordance with 
the requirements of the job. It is only when there is not sutfficiey 
medical history to enable us to adjudicate the retirement. 

The people who are retiring from the Federal service for disability 
purposes represents a small part of this medical examination work. 
load, which we were speaking about earlier. 

(Off the record discussion. ) 


INVESTIGATION OF CHARACTER AND FITNESS FOR EMPLOYMENT 


Mr. THomas. We will take a look at your investigations of chara. 
ter and fitness. In your «gency that is one of your big operations, js 
it not? 

Mr. WiiuraMs. Yes; itis. 

Mr. Youna. That begins on page 17. 

Mr. WiuuiaMs. The table appears on page 21. 

Mr. Tuomas. You show an increase of $626,360 over last year, 
bringing your request for the fiscal year 1956 to $3,423,000. 

Mr. Reporter, will you insert pages 17, 18 and 19 in the record at 
this point ? 


(The statements referred to follow :) 


ACTIVITY 2—INVESTIGATION OF CHARACTER AND FItTNEssS For EMPLOYMENT 
GENERAL STATEMENT 


Under Executive Order 10450 as amended, the Commission is required to con- 
duct investigations and perform services for the agencies in order that the heads 
of the agencies may determine whether an applicant or appointee for a Federal 
position is a security risk. These services include the conduct of national 
agency checks and inquiries, limited security investigations when a national 
agency check and inquiry case develops adverse security information, and the 
maintenance of a security investigations index file. In addition, Executive 
Order 10550, an amendment to Excutive Order 10450, requires the Commission 
to establish a control file to insure prompt evaluation by the agencies with re- 
spect to full field investigations. 

This workload is not controllable, since it is either specifically required by 
the Executive order or arises as a byproduct. The national agency check and 
inquiry caes arise as a result of appointments to positions in the Federal service 

The Commission also conducts personal investigations in several other types 
of cases: (1) Qualification investigations of applicants for top-level positions: 
(2) appeals from veterans; (3) candidates for postmaster appointments; and 
(4) other merit system cases, which include such things as fraud or collusion in 
civil-service examinations, and complaints of discrimination because of marital 
status or political affiliation. The workload in these functions, also, is determined 
largely by sources outside the Commission. 

An important consideration in requesting an increased amount for fiscal year 
1956 is the investigative workload generated by the extension of the competitive 
civil-service system to positions in Alaska and overseas. 

During fiscal year 1954 as a result of an opinion of the Attorney General, it 
was determined that the Commission is responsible for evaluating (1) reimburs- 
able background investigations in which the Commission has jurisdiction and 
which contain adverse suitability information, and (2) FBI full field investiga 
tions on suitability factors, when the Commission has jurisdiction. Such cases 
are evaluated by the appropriate regional office or by the central office. To as 
sure that cases are evaluated uniformly a post-audit program was initiated for 
these and certain other cases, such as limited security investigations. They 
represent new work for which no funds were appropriated for fiscal year 1959. 
It was possible, nevertheless, to provide for a minimum program of such audits 
during fiscal year 1955. A substantial part of the work, however, must be ¢al- 
ried over into fiscal year 1956 for processing. The volume of cases in which 
suitability evaluations are to be made is not controllable. 
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Funds available for several functions for fiscal year 1955 are inadequate to 
rocess workloads on a current basis and are expected to result in a substantial 
amount of work being carried over into fiscal year 1956. The shortage of funds 
;; caused by an increased volume of receipts from the agencies, only partially 
anticipated this year, and new items of work which were not contemplated when 


ory and 
Ce With 
ifficient 


sabilit the 1955 budget was prepared. These are explained in more detail in the fol- 
saDLity ‘ 
: Jowing pages. S . , 

work. The Commission, under appropriate public laws and executive orders, con- 


ducts full field investigations on a reimbursable basis, for all agencies except 
those 9 agencies which conduct their own by special agreement with the Com- 
mission. No funds are being requested for this work since it is done on a reim- 
pursable basis at the request of the agencies. 


NT Public Law 769, 88d Congress prohibits the payment of annuities to individ- 
ais convicted of certain offenses or guilty of other actions covered by the law. 
‘harac. This act also prohibits payment of annuities to survivors or beneficiaries of such 
ONS, ig individuals. It will be the Commission’s responsibility to see that the provisions 
= of Public Law 769 are complied with, insofar as they apply to claims arising 
under retirement acts administered by the Commission. Inasmuch as the Com- 
mission has had insufficient experience in applying the provisions of Public Law 
769 to estimate accurately the cost of the added responsibilities, no funds are 
requested at this time. 
vear, Mr. Tuomas. Your justification states: 

Under Executive Order 10450, the Commission is required to conduct investi- 
ord at gations and perform services for the agencies in order that the heads of the 
agencies may determine whether an applicant or appointee for a Federal posi- 
tion is a security risk. These services include the conduct of national agency 
checks and inquiries, limited security investigations when a national agency 

(ENT checks an inquiry case develops adverse security information. 

This workload is not controllable since it is either specifically required by 
the Executive order or arises as a byproduct. The national agency check and 
inquiry cases arise as a result of appointments to positions in the Federal 

0 Col service. 

heads ah ; ; . , A 

ederal In addition to that, you have other duties, qualification investiga- 

tional tions of applicants for top-level jobs, appeals from veterans, candi- 

om dates for postmaster appointments and other cases. Now, you say you 

cies are going to have more burdens by adding to the employment in Alaska 

ission and overseas to the tune of about 60,000 jobs this year; is that correct ? 

th re- Mr. Youne. 37,000. 

a Mr. Tuomas. Where did I get that figure of 60,000 ? 

es Mr. Youne. You were thinking about foreign nationals, I believe. 

rvice Mr. Tuomas. Yes, foreign nationals. You state: 

en _ During fiscal year 1954, as a result of an opinion of the Attorney General, 

oe it was determined that the Commission is responsible for the evaluation (1) 

= i reimburseable background investigations in which the Commission has juris- 

ital diction and which contain adverse suitability information. 

rined The Attorney General did a little legislating, did he not, in giving 

i youa little extra duty ? 

itive Mr. Youne. No; this has been a continuing function of the Com- 
mission but it was not clear in Executive Order 10450, when it was put 

i, it into effect, as to where the responsibility lay. 

ren Mr. Tuomas. But you did the investigation, but now you have 

igs: certain evaluation processes ? 

ases Mr. Youne. That is on new applicants coming in for a job. 

| Mr. Tuomas, You state further: 

or 

"hey And (2) FBI full field investigations on suitability factors, when the Com- 

959. mission has jurisdiction. Such cases are evaluated by the appropriate regional 

dits office or by the central office. To assure that cases are evaluated uniformly, 

car- 4 post-audit program was initiated for these and certain other cases, such as 


hich limited security investigations. 
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BREAKDOWN OF ACTIVITY BY FUNCTIONS 


Funds available for 1955 are inadequate to process work loads, yo, 
state on page 18. What was your work load in 1956? 

Mr. Reporter, will you insert in the record the table on page 21! 

(The statement referred to follows :) 


Comparative summary statement by function 


a 


1954 actual 1955 authorized 1956 estimate 


Functions r Soe Te 
Average | Average | bs 
Cost | positions| Cost positions| ot 


| 
| 


| positions | 
| 


| | 
Processing national agency check | | 
and inquiry cases_---- é $1, 444, 234 363 | $1, 349, 240 
Processing limited security ‘inv esti- | | | 
gations-_ _--- 437, 980 70 360, 700 
Maintaining and searching files f 387, 163 105 380, 970 
Investigating qualifications cases - - - 134, 125 ll 54, 940 
Investigating Veterans’ Preference 
Act cases one 32 | 163, 187 31 | 163, 100 
Investigating merit system cases ____| 150, 597 22 109, 430 
Investigating postmaster candidates _| 264, 273 37 178, 090 
Processing special suitability deter- | 
mination cases 113, 720 23 105, 545 
Evaluating and post-auditing cases _| 100, 704 ll 62, 625 
Maintaining control file under Ex- | 
ecutive Order 10550 
Loyalty boards 














Total obligations. __..........| 768 | 3, 223, 811 | 2,796, 640 


Mr. THomas. This is not totaled up. I had to total it up last night, 
and I think I came up with a figure of 387,000 against 316,000 for 
1955, 

Mr. Youne. That represents the number of cases, not dollars. 

Mr. Tuomas. That is what I am talking about. That is your work- 
load. 


WORKLOADS AND UNIT COSTS 


Will you insert also page 22 of the justifications, giving comparative 
summary statement by functions, jobs and cost ? 
(The statement referred to follows: ) 


Workloads and unit costs 


1954 actual 1955 authorized 1956 estimate 
| 
ee 


Work Items 
Cost per Processed | COSt per 


} > 36), 
| Processed unit unit 


Processed 





i‘ = 
Processing national agency check | 
and inquiry cases | 


‘ 265, 076 
Processing limited security investi- | 


- 
o 


6, 680 
Investigating qualifications cases__-_| i 352 
Investigating Veterans’ Preference | 
Act cases , 167 1,812 
Investigating merit system cases_--- , O5E 1, 422 
Investigating postmaster candidates _ , 63% 1,915 
Processing special suitability deter- 
mination cases-----...-...-.-- aul 38, . 9 36, 312 | 
Evaluating full field suitability 


BUS 
S388 83 & 





cases 1,024 
Post-auditing regional office suit- | 
ability evaluations...............- ba 1, 465 
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Mr. Tuomas. What part of your workload goes to security cases! 
This is all commingled with all investigation activities, including in- 
vestigations of postmaster candidates. How far behind are you on 
that job anyway ¢ 

Mr. Youne. On postmasters ? 

Mr. Tuomas. Yes. 

Mr. WittraMs. We are reasonably current on that work. 

Mr. Tuomas. What do you mean? How long does it take you to 
do an investigation for the postmastership of 1st, 2d, or 3d class post- 
oflices ¢ 

Mr. Witt1ams. We only make it for a first class postmaster posi- 
tion. It takes between 60 and 

Mr. Tuomas. You do not make it on a second class ? 

Mr. WittraMs. Not unless a written inquiry indicates derogatory 
information. 

Mr. Tuomas. By mail, by written inquiry, of the community ? 

Mr. Witu1aMs. Yes, sir. If the inquiry develops derogatory infor- 
mation, we would make a personal investigation, but we do not start 
out with that. 

Mr. YounG. This covers an estimate of 1,769 cases during the fiscal 
year. On page 31 of the justifications you will find a very short 
statement. 

Mr. Tuomas. I have a figure here of 387,000, but that inctudes the 
postmasters, investigations of the merit system cases, Veterans Pref- 
erence Act cases—where do you get the figure of 387,000 cases? 

Mr. Witu1ams. The cost of investigating postmaster candidates is 
$164,000. 

Mr. Tuomas. I am talking about your workload now. 

Mr. Youne. Which figure are you looking at, Mr. Chairman? 

Mr. Tuomas. I am talking about the number that you are going to 
process in fiseal year 1956, 387,000 cases; 317,225 of them are national 
agency inquiry cases. 

Mr. Youna. Yes. 

Mr. Tuomas. Limited security cases, 8,165. 

The evaluation, full field suitability cases, 4,284. 

Post audit, regional offices, suitability evaluation, 8,887—all of your 
a categories, 1 to 10, is only 387,000. Where do you get larger 
igures / 

Mr. Youna. What was the larger figure ? 

Mr. Wiiu1ams. I think there is some confusion of money figures 
with the workload that we were talking about. 

Mr. Young. I do not know what figure you refer to, Mr. Chairman. 

Mr. THomas. Well, you gave me one. 

Mr. Youna. I was giving you the figure of 1,769 postmasters, which 
Wwe estimate for next year. 





FUNCTION OF COMMISSION IN SUITABILITY INVESTIGATION CASES 


Mr. Tuomas. Can you give us a quick line of demarcation between 
your Jurisdiction and that of the FBI in processing these security 
or any other type of investigations, for suitability for employment? 
You have 4 or 5 different statements here; can you put your finger on 
it right here so we can have it at one point in the record; tell us what 
you do and what the FBI does? 
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Mr. Youns. The easiest way to describe it, I think, would be to gay 
that the Commission has the responsibility for suitability investiga. 
tions on all new applicants coming into the executive branch of the 
Government; and where the investigation develops 

Mr. Tuomas (interposing). You do that for all agencies of the Goy. 
ernment. Are there any excepted agencies? 

Mr. Youna. That would be for all agencies. 

Mr. Tuomas. Go ahead. 

Mr. Younc. Where a case develops subversive information Execv- 
tive Order 10450 requiring a full field investigation of that type, that 
is turned over to the FBI. 

Mr. Tuomas. You make also some field investigations yourself, in 
that field, do you not ? 

Mr. Youna. Having to do with qualifications or suitability prob- 
lems, but where we learn of subversive or loyalty 

Mr. Tuomas. Your full field investigation is primarily dealing 
with general suitability ? 

Mr. Younea. Yes; everything except loyalty and subversion. 

Mr. THomas. When you run into falar or subversive activities, 
that case goes over to the FBI? 

Mr. Youne. That is right. 

Mr. Tuomas. And you do that for all agencies ? 

Mr. Yeune. We do not make full field investigations for the De- 
fense agencies. They have their own investigative staffs. 


NATIONAL AGENCY CHECK AND INQUIRY CASES 


Mr. Witi1ams. We do make the national agency check. 

Mr. Youne. Yes, we do the national agency check. 

Mr. Tomas. What do you do; check your own records and what 
else ? 

You state the national agency check includes the House Committee 
on Un-American Activities, the Federal Bureau of Investigation’s 
files, including the Bureau’s fingerprint files, the files of the Armed 
Forces; that 1s, Army, Navy, Air Force and Coast Guard, Intelli- 
gence, and so forth. 


NUMBER OF CASES TO BE PROCESSED IN 1956 


Now you are going to process 317,225 national agency check and 
inquiry cases. ‘Those are the cases that involve everything except 
loyalty and subversion ; that is 317,000 against 265,000 this year. Does 
that take into consideration your backlog of cases from 1955? 

Mr. WiuiaMs. Yes, it does. 

Mr. Tuomas. How big is that backlog? 

Mr. Wiiuiams. 84,000 cases. 

Mr. Tuomas. You have a backlog table in here somewhere. Can 
you put your finger on that, so we can insert it in the record? I remen- 
ber seeing it last night someplace. 

Mr. Witu1ams. There is no backlog table in here on that item, Mr. 
Chairman. 

Mr. Younc. We can turn this table over to you [indicating]. This 
table I have shows 84,512 cases on hand at the end of this fiscal year. 

Mr. Tuomas. Is this correct now; is this figure reasonably correct, 
that your agency inquiry cases this year are 265,000? 
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Mr. Youne. Yes, 265,076 cases. 

Mr. THomas. How many will you carry over? 

Mr. Youne. 84,512. 

Mr. Toomas. How did you arrive at that figure of 317,000; you add 
your 84,512 to that # 

Mr. Youne. The 84,512 carry-over cases plus 311,000 estimated 
receipts 

Mr. THomas. How did you arrive at the 311,000? 

Mr. Youne. The two figures I gave make the 395,512, which is the 
estimated total work load for the fiscal year 1956. 

Mr. Tuomas. The table on page 22 does not indicate that. The 
total work load is 387,000 including other types of investigations, be- 
sides processing national agency security inquiries, postmasters, vet- 
erans, suitability and so forth. 

Mr. Youne. The 317,225 is the figure representing the number of 
national agency check and inquiry cases that we expect to process dur- 
ing the fiscal year 1956. 

Mr. Tuomas. So you process 265,000 in 1955; that is your figure? 

Mr. Youne. That is correct. 

Mr. Tuomas. How many have you processed to date ? 

Mr. Youne. During 1955? 

Mr. Tuomas. Yes. 

Mr. Witr1aMs. 170,000 cases through January 15. 

Mr. Tuomas. You will exceed your estimate here by 100,000 on that 
basis, if, during the first 6 months you have processed 170,000 when you 
only set out here 265,000; that will give you a total of 340,000, so your 
back log for next year ought not to be that much; it ought to be con- 
siderably less than 84,000. 

Mr. Witu1aMs. The receipts up to this time, so far 

Mr. Tuomas. It looks like there is a good deal of guess work in this. 

Mr. Youn. It is the result of adding on the estimated work load 
to the existing load. 

Mr. Tuomas. You anticipate for fiscal 1955, you will have 265,000 
of these inquiry cases, and up to the first of January you have already 
prescnene 170,000; so you have missed your estimate there on a time 

asis by 80,000 or 90,000. 

Mr. Youne. If you go on a time basis 

Mr. Tuomas. On a time basis, you have processed 170,000 for the first 
half of the fiscal year 1955. Could you not do even better in the 
second half ? 

Mr, Witttams. No, the money will not permit it; funds are not 
available. Money is available for processing only 265,000 cases. That 
isall that we can afford. 

Mr. Tuomas. That means that you are going to have a lot of em- 
ployees sitting around for the remaining 3 months of the year? 

. Mr. Witt1ams. No; employees are dropped in relation to our ability 
0 pay. ; 











TOTAL PERSONNEL EMPLOYED 


Mr. Tuomas. How many people did you have on the payroll as of 
the first of January this year ? 

Mr. Wirtrams. 2.795 total. 

Mr. Tromas. In the commission ? 

Mr. Youna. Yes. 

Mr. Toomas. 2,795? 
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Mr. WituiaMs. That is not all we have in the Commission. 

Mr, Tuomas. Well, what is the figure ? 

Mr. Macy. 4,106 is the total Commission’s strength. 

Mr. Tuomas. 4,106. 

Mr. Macy. Yes, which includes 1,311 employees paid from the pp. 
volving fund. They are not covered by the salaries and expensy 
appropriation we are discussing. Under the salaries and expenss 
appropriation, there is a total of 2,795. 

Mr. Tuomas. How many did you have in the revolving fund? 

Mr. Macy. 1,811. 

Mr. Tuomas. What is your estimate now; does the 4,000-odd for 
1956 include the 1,300? 

Mr. Macy. That figure drops to 901 in 1956. 

Mr. THomas. How did you arrive at those figures, if you do not 
have the money to go ahead for the remainder of the fiscal year 195; 
and process at the same rate in the last half of the year, as you did 
the first half? 

Mr. Macy. We cannot use revolving fund money for this; the 
revolving fund money may be used only to conduct full field investi- 
gations. 

Mr. THomas. How much short are you going to be? 

Mr. Wixuiams. We will be short in the neighborhood of $365,000. 
If we had that much more money, we would keep current on all in- 
vestigative work financed from this appropriation. 

Mr. THomas. How many employees would you have to dismiss by 
virtue of that shortage ? 

Mr. Witurams. There has been a gradual decline in the number 
of employees we can afford to pay out of salaries and expenses, ever 
since last July. We are meeting our reductions by not filling jobs. 
We produced at a high rate in the first 6 months, to get the work out 
as quickly as we could, recognizing that there would be a gradual 
drop-off which we would handle by attrition. 

Mr. Tuomas. A part of this work load is financed out of the revolv- 
ing fund that is on a contributory basis by other agencies? 

Mr. Youne. No. 

Mr. Witu1aMs. We are not now talking about that item of work: 
that has to do with work we do for other agencies, full field investiga- 
tions, made at their request, and for which they pay. 

Mr. Tuomas. Generally, they are for requests for investigations 
other than what you are concerned with here? 

Mr. Witiams. Yes. 

Mr. Tuomas. There is no overlapping here? 

Mr. Wituiams. Not a bit. 

Mr. Tuomas. You are purely a service agency for the others? 

Mr. WixuiaMs. Yes. 

Mr. Tuomas. Do you make any evaluations at all ? 

Mr. Wiu1ams. No; we do the same as the FBI does with respect 
to their groups of cases; that is, simply perform an investigative 
service for them. 

Mr. Tuomas. We will get to that revolving fund. You are sure 
there is no overlapping here ? 

Mr. Wiu1aMs. I am quite sure. 
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DUPLICATION OF INVESTIGATIONS 


Mr. Tuomas. We have heard it said a good many times that agency 
\ has an employee; that he was given an investigation and then he is 


the le HB .nsferred to agency B, and that B caused another investigation. Is 
‘Pens: HB)st the common practice? = 
CPL ses Mr. Youne. I think ordinarily, Mr. Chairman, the only thing that 


happens there is that they might have the previous investigation 


af brought up to date. We would not go back and make an original 
nvestigation. 

dd for Mr. Tuomas. When you make your original investigation of the 
ployee in agency A, and it does not show any subversive activities, 
und it is purely an inquiry case, and that employee subsequently is 

lo hot Mitransferred to agency B, what does that agency B do in respect to the 

v 1955 nvestigation of that employee ? 

mu did Mr. Youne. That would depend a great deal, Mr. Chairman, on 
hat the man was going todo. If he were going from a nonsensitive 

wi position to an agency where there is a critical, sensitive job, in agency 

]- 


iB, agency B could very well say that they want a full field investiga- 
ion which probably may never have been necessary in agency A. 

Mr. Tuomas. Suppose that he were to do the same type of work 
hat he had been doing in agency A? 

Mr. Youna. If he were going into a nonsensitive job in agency B, 
there would be no particular reason why agency B should ask for an 
additional investigation, unless there was something in the record to 
indicate the need for it. 


0,000, 
il] in- 


iss by 


imber Mr. Tuomas. Assuming there is something in the record of agency 

abe A, then he would not have been employed in the first place? 

e ; What you say indicates that it is a common practice for agency B to 
ou 


call for another investigation; is that correct? 

Mr. Youne. No. That was not what I was saying. If the work 
he were to do in agency B was of the same type and nonsensitive, there 
would be no reason for further investigation. 

Mr. Tuomas. You say there would be no reason, but do they ever 
call for one; is it the practice to call for one or not? 

Mr. Youne. I certainly would not think it would be the common 


rdual 


volv- 


york: 


Uigt BB practice. I think it would be very infrequent. 
tions Hr, THomas. You have completed in the first 6 months of the fiscal 
’ year, 170,000 cases—processed national agency security and inquiry 
cases—and the probabilities are that those employees have been work- 
ing for 6 months or 2 or 3 years? 
Mr. Witu1ams. No, sir. On the average, not more than 90 days. 
Mr. Tuomas. Are you that current? 
Mr. Witt1aMs. Yes. 
, Mr. Tuomas. Some of them have been working much longer than 
that 
ea Mr. Wuu1ams. They should not be. We are current. 
- : Mr. Tuomas. They should not have been working more than 60 
days? 
_ Mr. Witttams. That is right. 


Mr. Tuomas. Of course on some of your full field investigations, 


it lasts much longer, takes more than 90 days to make that examina- 
tion ? sae 
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Mr. WituraMs. No sir, it does not. 

Mr. Tuomas. It does not ? 

Mr. Witurams. Usually it does not; we complete the full fielq 
investigations for the Atomic Energy within 60 days. 

Mr. THomas. What about the FBI? 

Mr. WituiaMs. I think they have about the same time for their fy] 
field investigations under the requirements established by the Atomic 


Energy Commission. 


NUMBER OF EMPLOYEES DISMISSED AS A RESULT OF SUITABILITY 
INVESTIGATIONS 


Mr. Tuomas. Of the 170,000 processed, how many of them were 
dismissed by virtue of your investigation ? 

Mr. Young. I do not think we would know that. 

Mr. Wiu1aMs. On suitability ground, we would, Mr. Chairman. 

Mr. Tuomas. The Commission issued a table showing about 3,000 
people who have been let out of the service by virtue of investigations 
over a period of some time. I do not presume they pulled those fig- 
ures out of thin air; you are bound to have had some information on it. 

Mr. Wuu1aMs. Our firings would have nothing to do with that 
particular table. The figure showing the people fired or ordered 
fired by the Commission as a result of these kinds of checks, would 
never get into the security figures for this reason: About 314 per- 
cent 

Mr. Tuomas (interposing). Suppose you get out the table that was 
used as a basis for the press release of about 6 months ago on people 
who have been separated by virtue of the different types of derogatory 
information that the Commission said, or the FBI, and from that 
table you certainly ought to be able to figure out how many have been 
dismissed on charges and agency checks, involving every conceivable 
reason, other than subversive activities. 

Mr. Youne. I think there is some confusion here, Mr. Chairman. 
The table we put out with respect to the people who did not measure 
up to the requirements of Executive Order 10450, which is the employ- 
ment security program, does not cover the applicants we have turned 
down as a result of a national agency check. The national agency 
check is a check to see whether there is anything concerning the indi- 
vidual which should require investigation in order to be a Federal 
employee. 

Mr. Tuomas. Now, the 170,000 applicants processed in the first 6 
months of the fiscal year 1955, by virtue of that check of the 170,00", 
the cost to the taxpayer at $5.09 apiece, or approximately $800,{0\, 
how many of them did you kick loose or dismiss ? 

Mr. Youna. I do not think we would know. Do we have the figures 
showing suitability removals ordered by the Commission ? 

Mr. Tuomas. You should have the figure someplace. 

Mr. WitutaMs. Yes, we have them. 

Mr. Tuomas. The question is, how many applicants did you inves- 
tigate—and these people went to work before you investigated them! 

Mr. Witur1aMs. Yes. 

Mr. Tuomas. These people have been on the payroll up to 90 days! 

Mr. Wirir1aMs. On the average. 
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Mr. Tuomas. On the average, and some of them longer ¢ 

Mr. WitttaMs. Yes. 

Mr. Youne. But some of them were fired. 

Mr. Tuomas. Some of them were fired. Can somebody during their 
junch hour get up some figures that are reasonably accurate ¢ 

Mr. Wiu1aMs. Yes, we have them. 

Mr. Tuomas. Then let us come back at 1 o’clock if that is suitable 
to you gentlemen. 

Mr. Youne. Yes. 


AFTERNOON SESSION 


Mr. Tuomas. The Committee will please come to order. 

Mr. Budget Officer, were you able to come up with a reasonably 
good figure, based on that 170,000 adjudications in the first 6 months 
of the fiscal year, as to the number of people separated from the service 
by virtue of those adjudications / 

“Mr. WituraMs. Yes, sir. 

Mr. Youne. Well, of your 170,000—whatever that figure is—less 
than 1 percent of those are converted to FBI investigations. So that 
isa relatively small amount. 

Mr. Tuomas. Is that an average figure on all your cases? 

Mr. Youne. That is about the way it runs. 

Mr. Tuomas. About 1 percent ? 

Mr. Youne. Is that correct? About 1 percent? 

Mr. Witt1AMs. Only on this type of case. 

Mr. Tuomas. No. One percent of your total cases develop into 
FBI full field loyalty cases ¢ 

Mr. Young. This is 1 percent of the national agency checks. 

Mr. Wiru1aMs. The figure of 1 percent applies to national agency 
check cases only. There are other percentages for other types of cases, 
Mr. Thomas. 

Mr. Tuomas. Go ahead. 

Mr. Youne. There are 4,400 cases where the Civil Service Com- 
mission, because of information it found in making the national 
agency check, went ahead to make a limited suitability investigation 
of its own in addition to the national agency check. 

Of the 4,400 cases on which the Commission made a further investi- 
gation, in 1,040 cases, or 24 percent, we instructed the agencies to 
remove the individuals. In 950 cases, or 21 percent—— 

Mr. Tuomas. Of the 4,400? 

Mr. Youna. Of the 4,400. 

Mr. Tuomas. Which is about 2.5 percent of your total 170,000. 

Mr. Youna. Yes, the percentage of the 170,000 to the 4,400. Also, 
950, or 21 percent of the people investigated resigned while this process 
was going on, so no final action was taken. The balance, 2,412, which 
1s 5 percent of the 4,400, were clear after this additional investigation. 

Mr. Tuomas. That is a very good breakdown. 


FULL FIELD SECURITY INVESTIGATIONS PROGRAM 


At this point we will insert in the record page 100. 


58616—55—pt. 1——38 
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(The information is as follows :) 


FULL FIELD SECURITY INVESTIGATIONS PROGRAM 


Pursuant to Public Law 298, other laws, and Executive orders, the (iy; 
Service Commission conducts full field security investigations for varioys 
agencies of the Government on a reimbursable basis. The Commission is not 
requesting funds for this purpose but is presenting the status of the program 
as it appears today. 

Agency estimates of investigations to be requested in fiscal years 1955 and 
1956 as compared to fiscal year 1954 experience are presented below. 


Caseload estimates 


| 1954 | 1956 





actual estimate estimate 





On hand beginning of year 6, 761 6, 114 5,214 
Received during year 42, 292 30, 100 23, 000 


Total workload 49, 053 36, 214 28 24 
a EE EE CEL LIE RE II ERLE ot 42, 939 31, 000 24, 200 


On hand end of year 6, 114 5, 214 4.04 


yenerally, the procedures developed in connection with executing the program 
appear to be effective. Reports are being furnished to the agencies within the 
time limits prescribed and from all indications the quality of the reports mets 
the standards and requirements of the agencies served. The Commission is main- 
taining constant surveillance over all related procedures and processes to insure 
the proper execution of this program in the most efficient and economical manner. 


INVESTIGATIONS OF UNITED Srates Crrizens ror EMPLOYMENT BY 
INTERNATIONAL ORGANIZATIONS 


Mr. Tuomas. We will also insert in the record page 89 and the top 


half of page 90. 
(The information is as follows :) 


APPROPRIATION—INVESTIGATIONS OF UNITED STATES CITIZENS FOR EMPLOYMENT 
BY INTERNATIONAL ORGANIZATIONS 


GENERAL STATEMENT 


Executive Order 10422 approved January 9, 1953, as amended by Executive 
Order 10459, sets forth the standards and procedures for making available to 
the Secretary General of the United Nations and the executive heads of other 
international organizations certain information concerning United States citi- 
zens employed, or being considered for employment, by such organizations. 

Investigations are made by the Federal Bureau of Investigation and the Civil 
Service Commission. Also, there has been established in the Civil Service Com- 
mission an “International Organizations Employees Loyalty Board.” This Board 
inquires into the loyalty to the Government of the United States, of United 
States citizens employed, or considered for employment, by international organi- 
zations of which the United States is a member, and makes advisory determina- 
tions under the standard specified. The standard is “* * * whether or not on 
all the evidence there is reasonable doubt as to the loyalty of the person involved 
to the Government of the United States.” 

The Board is required to make the necessary rules and regulations for the 
execution of its functions and is directed by the order to furnish each persol 
whose case is considered by the Board: 

(a) A written statement of the alleged derogatory information, in as mucl 
detail as security considerations permit. 

(bv) An opportunity to answer or comment upon the statement of alleged derog- 
atory information, in writing, and to submit affidavits. 
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(¢) An opportunity for hearing before the Board, or panel thereof of at least 
three members, including the right of the person to be represented by counsel, 
to present witnesses and other evidence in his behalf, and to cross-examine wit- 
nesses offered in support of the derogatory information: Provided, that the 
Board shall conduct its hearings in such manner as to protect from disclosure 


information affecting the national security. : 
The Board makes its determination in writing and sends a copy to each person 


who is the subject thereof. : : 
The results of all investigations are made available to the Secretary General 


of the United Nations or the executive head of another international organiza- 
tion, for their use in exercising their responsibility with respect to the integrity 
of the personnel employed or to be employed by such organizations. 


FULL FIELD SECURITY INVESTIGATIONS 


Mr. Tuomas. Page 100 covers the full field security investigations 
program, under the revolving fund. It says: 
Pursuant to Public Law 298, other laws, and Executive orders, the Civil Serv- 


ice Commission conducts full field security investigations for various agencies of 
the Government on a reimbursable basis. 


This is your revolving fund, but it ought to be discussed right here: 


The Commission is not requesting funds for this purpose but is presenting the 
status of the program as it appears today. 

On hand at the beginning of fiscal 1955 you had 6,114 cases. For 
1956 you anticipate 5,214. You will receive for fiscal 1956, 23,000 cases. 
You are going to process during 1956, 24,200. That will leave a carry- 
over of 4,014. 

These are your full field security investigations. They can cover a 
good many things besides subversive activities, can they not ? 

Mr. Youne. Yes. These would not be subversive cases because those 
would be turned over to the FBI. 

Mr. Tuomas. What is the nature of these cases ? 

Mr. Youne. Our investigations cover all factors of employability 
except where loyalty or subversive activities are involved. 

Mr. Tuomas. It covers the entire subject. You might have occasion 
to look into some of your postmaster conditions under that, too; is that 
not right ? 

Mr. Youne. No; not under this. 

Mr. Tuomas. There is no connection between these revolving fund 
cases and the processing of national agency checks and inquiry cases? 

Mr. Macy. No, 

Mr. Tuomas. In other words, this is all done for other agencies, 
other than yours ? 

Mr. Youn. That is right. There is no duplication. 

Mr. Tuomas. Even though you are doing this for other agencies, 
what is to prevent the same or similar type of investigation that you 
carry on under your agency checks here ? 

Mr. Youne. Well, this full field investigation includes what is done 
under an agency check. 
an Tuomas. I was going to say: You cannot separate them, can 

Mr. Witt1ams. This, whole operation is done before the fellow gets 
onthe job. Therefore it does not mingle with our other work on which 


: operation is done after the nonsensitive position holders get on the 
ob. 
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COST OF INVESTIGATIONS 


Mr. Tuomas. You have had this information in years gone by, }y 
your justification lacks any cost data. 

What do these investigations cost now? What is the length of tin 
required to process one of them; to finish your investigation ? 

Mr. WitutaMs. They are completed on an average of 60 days, (Our 
estimated cost is $230 apiece. Twenty-one thousand out of the : 30,000 
cases we expect to get this year will be Atomic Energy Commission 
cases. 


CASES PROCESSED IN FISCAL YEAR 1955 


Mr. Tuomas. How many cases did you process in the first 6 months 
of fiscal year 1955? 

Mr. Un Lennop. 20,360. 

Mr. Tomas. 20,360? 

Mr. Untennop. Yes, sir. 

Mr. Tuomas. Out of that 20,360, how many did you recommend not 
be employed ? 

Mr. Younc. We would not make a recommendation on this kind, sir, 

Mr. Tuomas. You would not evaluate it at all? 

Mr. Youne. No, sir. 

Mr. Tuomas. Do you follow up and see what happens? 

Mr. Youna. Yes; we do on employee investigations, but not on ap- 
plicants. Executive Order 10550 requires a followup report by the 
agencies to the Commission 90 days following the receipt of an in- 
vesti gative report on an employee. 

Mr. Tuomas. Out of that 20,360, how many were not employed! 
Do you have any information on that ? 

Mr. Youne. No; we would not have that. 

Mr. Tuomas. You ought to have some information by virtue of your 
Executive order. This covers a 6-month period. 


INTERNATIONAL LOYALTY BOARD 


Mr. Tuomas. What type of case does your evaluation board process 
and evaluate ? 

Mr. Youne. We have no evaluation board. 

Mr. Tuomas. There is a board set up in your Commission. 

Mr. Youne. Maybe you are thinking the International Organia- 
tions Employees Loyalty Board. 

Mr. THomas. Yes. 

Mr. Youne. That deals with cases of United States citizens who are 
working for international organizations, of which the United States 
is a member. Mr. Gerety has been Chairman of that Board for the 
last year, up until he became general counsel. 

Mr. Tuomas. You make some evaluation, but your evaluation is not 
binding ? 

Mr. Y ounG. That Board makes an evaluation as to loyalty, not se 
curity. It is purely an advisory opinion which is transmitted to the 
Secretary of State who in turn transmits it to the head of the interna- 
tional organization concerned. 
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INSPECTION AND CLASSIFICATION AUDITS 


DY, but Mr. Tuomas. We will insert in the record at this point pages 35 and 
i 26 and the table on page 37 and the one on page 38. 
of tine (The information is as follows :) 


() AcTIiviry 3—INSPECTION AND CLASSIFICATION AUDITS 
- Our 


30,00) GENERAL STATEMENT 


ween In order to manage a personnel program of the size and complexity required 
py the Federal service, broad delegations of personnel authority have been made 
to departments and agencies by law and by the Commission. It is the Com- 
mission’s responsibility to see that actions taken under these delegations of 
authority are in compliance with laws, Executive orders, regulations, standards 
and instructions, and in accordance with sound management practices. 

Through this program the Commission also promotes better personnel manage- 
nent in assisting agencies in applying good personnel management practices, 
policies, procedures and methods which have been developed by the Commission 
and by the agencies and have been found to be successful through actual use. 
The principal means by which this responsibility is carried out are: (1) IJnspec- 
at not tion surveys to determine that personnel operations of agencies authorized to 

take actions under delegated authority are in accordance with the Civil Service 
d, sir, Act, the Veterans’ Preference Act, the Civil Service Retirement Act, and other 
pertinent laws, Executive orders and regulations, and that personnel manage- 
nent programs are in conformance with guides issued by the Commission; 
(2) Classification surveys to determine that the classification of positions made 
by the departments and agencies under the delegated authority of the Classifica- 
Nn ap- tion Act of 1949 complies with published classification standards of the Com- 
v th mission. 
n in In the central office the inspection and classification audit functions have been 
merged. The merger in the central office has resulted in the audit, inspection and 
appraisal functions being administered by one bureau rather than by separate 
yed! organizations as heretofore. This consolidation has been sufficiently successful 
so that it will be extended to the field. 
This function also includes classification of positions in the three highest grades 
of the pay schedule and the review of position classifications upon request of an 
your agency or of the individual occupying the position, a right provided by section 
501 (b) of the Classification Act of 1949. 


Lonths 


PERSONNEL REQUIREMENTS 


$i The average number of positions and salary costs for this activity are shown 
OSS in the following table. 









































1954 actual | 1955 authorized | 1956 estimate 
1za- Average Average | Average 
positions Cost positions Cost | positions Cost 
SS | |S | | | eS 
Conte effi: (8s) 5. bi eo 95 | $599, 719 94 $625, 425 | 101 $680, 200 
are Regional offices.....---.--.--.----.- 224 | 1,328,156 220 | 1,319, 085 226 | 1,353, 800 
ates Total—activity 3.........----- 319 | 1,927,875 | 314 | 1,944, 510 | 327 | 2, 034, 000 
the ou 
Comparative summary statement by function 
not — - 
1954 actual 1955 authorized 1956 estimate 
he Functions | 
e Average Average Average 
e positions Cost positions | Cost positions Cost 
a co~mibipamipsirmysenioheendiiserieieneni Aa 
Conducting inspection surveys. - - -- 123 $825, 016 | 134 $880, 597 142 $938, 900 
pondueting classification surveys. -- 168 956, 153 155 923, 821 160 955, 100 
Tocessing reconsiderations......__- 28} 146, 706 | 25 | 140,092 | 25 140, 000 





Total, activity 3. ............. | 319 | 1, 927, 875 | 314 1, 944, 510 | 327 | 2,034, 000 
ld elucidate daa 
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CLASSIFICATION SURVEYS 


Mr. Tuomas. What about your classification surveys? I notice you 
money goes up from $923,821 in 1955 to $955,100 in 1956. 

I note you say: 

Surveys have been conducted at a rate which would insure only that all pri. 
cipal establishments be surveyed once every 8 to 10 years. Such a cycle ig ty 
long and does not discharge the Commission’s responsibility under the act in the 
most effective manner, nor does it assure the best of classification results jy 
agencies. 

The biggest part of the time of this inspection service is going inty 
and inspecting the agencies where you delegate authority, to see that 
they carry out the delegation properly, is it not? 

Mr. Youne. That is correct. It is part of this whole decentraliza- 
tion problem. Actually, this cycle ought to be shorter than even tle 
4 years we want to get it down to immediately, because where you fi 
classifications which are not made properly within an agency or fiel\ 
installation somewhere around the country, and we have to downgrade 
some you may have a situation which is very unfair. 

Mr. Tuomas. What about classification in the field? What is being 
done about that? Did you not combine that division with this one! 

Mr. Youne. Well, these divisions have been working together more 
and more closely in the field, sir. We have not officially merged the 
classification and inspection divisions in the field, although as a result 
of merging it centrally they are having to work together much more 
closely in the field than they have in the past. I think during the 
course of this year we probably will combine them officially. Is that 
right? 

Mr. Macy. That is right. In fact, the inspectors and classifiers are 
now working jointly on a large number of visits being made to the 
field installations of the departments and agencies, so that we will 
have a single visit and we can appraise the entire personnel program in 
that installation and make a report on any deficiencies that may exist. 


PERSONNEL REQUIREMENTS 


Mr. TxHomas. How is this personnel load broken down between the 
District and the field? You have a total of 327 people, with 226 in the 
regional offices and 101 in the central office. Most of your work is done 
in the field. Why do you need one-third of them in the District of 
Columbia ? 

Do you have a field office that covers the District of Columbia! 

Mr. Younes. No. The central office covers the metropolitan area in 
Washington. We did away with our fourth regional office, which 
covered the District before, in order to save money. 

Mr. Tuomas. What part of your 101 central office employees, then, 
are really doing field work, even though it is in the District of Co- 
lumbia ? 

Mr. Macy. The great bulk of the personnel in the central office are 
engaged in inspections, not only on field activities in the Washington 
area, but the central offices of the various departments and agencies. 
A small portion of the 101 are engaged in developing procedures and 
standards for handling inspections in the field. 
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BUREAU OF INSPECTIONS AND CLASSIFICATION AUDITS 


Mr. Tuomas. Give us a good breakdown of your Washington office 
jere. Let us see how you are using your personnel in this regard. 

Mr. Youna. All of your personnel in Washington ? 

Mr. Tuomas. No, in this particular investigative field. You have 
101 people. The vast majority of them are doing very much of the 
field oflice work. 

Mr. Youne. Which page are you on? 

Mr. Tuomas. It is not in your justifications. 

Mr. Youne. You were talking about inspections, and you just said 
investigations. 

Mr. Tuomas. I meant inspections. I beg your pardon. It is the 
Auditing and Inspecting Division. 

Mr. Youna. Yes, the Bureau of Inspections and Classifications 
Audits. 

Mr. Tuomas. You do not get much help out of your organization 
chart there. You have your Bureau of Inspections and Classification 
Audits. You have one GS-16 director. I presume he is in the District. 
Then you have one GS-15 assistant to the director. Then you have 
one GS-15, and 4 GS-9’s. That is a total of seven. 

Then you also list 64 in your Washington division, and I presume 
by that, by virtue of the number in the classification there, that they 
are doing field work or inspection work. 

Then you list in your Program Management Division 23 employees ; 
1GS-15, 2 GS-14’s, 5 GS-12’s, and 15 GS—9’s and below. 

That is 30 that you show here out of your 101 doing something 
besides field inspection work. 

Mr. Macy. The Washington division as described on this chart 
represent the group of inspectors and classification auditors engaged 
in working with the agencies, actually visiting the agencies and mak- 
ing these inspections and audits. The 23 people in the Program Man- 
agement Division are concerned with the development of guidance for 
inspections that goes out to the total field organization of 226 that are 
engaged in conducting inspections in the field. In other words, this 
is our effort to try to establish some consistency in our inspection and 
audit by having a headquarters staff that prepares guidance and then 
reviews the reports that are conducted in the field to assure that the 
quality standard is proper. 

Mr. Youne. Also, our inspectors in the central office, after analyzing 
reports made of the field installations of the agencies, will be working 
with the central office of these agencies in order to correct what the 
inspection found in the field agency. 

_ Mr. Tuomas. This 15 percent, as far as your total load is concerned 
is only engaged in managing the 327 people? 

You have that 15 percent. Besides that they are going to do the 
evaluation of the results that the others get in the various agencies. 
From there on is there contact by this unit with the agency, or do you 
require your field people to go back to the agency and do the followup / 

Mr. Macy. The field people work with the station commander or 
agency head in the field. Very frequently it is necessary, in order to 
obtain corrections, to have a contact with the central office of that 
‘gency so that they will join in taking whatever internal management 
steps are necessary in order to bring about the correction. 
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Mr. Tuomas. That is not too much decentralization, then, is it? 

Mr. Young. I think of this as four sides of a square. There are? 
vertical and 2 horizontal lines. The horizontal line at the top of 
this provides for the correction in the central office of the department, 
The two vertical lines go to the field installations of each department 
and the Commission. The field installation of the Commission js 
working with the field installation of the department. Al four sides 
have to work together so that it is a coordinated operation. 

You cannot have a decentralized program and have it operate satis. 
factorily unless you have this kind of coordination both centrally and 
in the Reld with the proper vertical relationship on both sides. 


ADMINISTRATION OF THE RETIREMENT SYSTEMS 


Mr. Tuomas. We will insert in the record at this point pages 43 
and 44. pane 
(The information is as follows :) 


ACTIVITY 4—ADMINISTRATION OF THE RETIREMENT SYSTEMS 
GENERAL STATEMENT 


The administration of the Civil Service Retirement Act, the Panama Canal 
Construction Annuity Act, and the Lighthouse Service Widows’ Benefit Act are 
provided for in this activity. 

The work performed in administering the Civil Service Retirement Act con- 
sists largely of (1) adjudicating annuity and death claims, (2) making refunds 
to former employees of amounts to their credit in the Fund, (3) determining crei- 
itable service for retirement purposes, (4) maintaining all necessary accounting 
and control records to properly administer the fiscal activities of the Fund, in- 
eluding receipts from employees and Government contributions, payments to 
annuitants, survivors and other claimants, maintaining individual retirement 
record accounts, (5) making actuarial studies, and (6) answering inquiries 
relative to these matters. 

The administration of the Panama Canal Construction Annuity Act and the 
Lighthouse Service Widows’ Benefit Act requires the Commission to adjudicate 
and pay claims to persons entitled to benefits under these Acts. 

Public Law 769—-83d Congress prohibits the payment of annuities to individ- 
uals convicted of certain offenses or guilty of other actions covered by the lav. 
This act also prohibits payment of annuities to survivors or beneficiaries of such 
individuals. It will be the Commission’s responsibility to see that the provisions 
of Public Law 769 are complied with, insofar as they apply to claims arising 
under retirement acts administered by the Commission. Inasmuch as the Con- 
mission has had insufficient experience in applying the provisions of Public Law 
769 to estimate accurately the cost of the added responsibilities, no funds are 
requested at this time. 

The functions of this activity indicated in the following table are all per- 
formed in the central office of the Commission. 


Comparative summary statement by function 


1954 actual 1955 authorized 1956 estimate 


Functions 


Average Average Average 
positions Cost positions Cost positions Cost 


Processing annuity and death claims ‘ ' $367, 340 | $372,300 ‘ $368, 200 
Processing refund claims_._----.-.---- 29 113, 790 110, 50 
Processing service credit claims B 57, 060 52, 700 
Maintaining control accounts . 738 f 114, 110 y 114, 100 
Maintaining the annuity roll ¢ 98, 300 107, 10 
Maintaining file of retirement record 

cards 4 116, 735 ‘ 118, 610 j 118, 600 
Answering inquiries 157, 151 55, 4 155, ” 
Making actuarial studies, ete ____- 43, 815 : 46, 01 
Mail and files services ‘ 112, 753 a : 114, 








|---| | | ee 
Total—activity 4 1, 182, 241 276 | 1, 192, 504 275 | 1,188,000 
| 
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Mr. Tuomas. The subject of this activity is the administration of 
the retirement systems. It covers the administration of the Civil 
service Retirement Act, the Panama Canal Construction Annuity 
Act, and the Lighthouse Service Widows’ Benefit Act, and what else 
do you have here now ¢ 

Mr. Wuu1aMs. That is all, sir. 

Mr. Tuomas. You have 275 employees, compared with 276 in 1955. 
Are these all located in the District of Columbia / 

Mr. WittraMs. Yes, sir. 

Mr. Youne. Yes. This is a centralized operation of the whole 
retirement business. This is not taking into account, as I pointed out 
in my statement, whatever we will get into on the administration of 
Public Law 769. 

WORKLOADS AND UNIT COSTS 


Mr. THomas. We will insert in the record the workload table 
appearing on page 45. 
(The information is as follows :) 


Workloads and unit}costs 























1954 actual 1955 authorized | 1956 estimate 
Work items o o | o 
ost per ost per | Cost per 
Processed | ~°b°" | Processed | unit: | Processed | unit 

pect —>-farreinie 

Processing annuity and death 
GUE, cttiiirtnsicntitabeamenase 56, 465 $6. 51 57, 184 | $6. 51 56, 550 | $6. 51 
Processing refund claims-......-...- 137, 218 | . 85 133, 868 . 85 130, 030 - 85 
Processing service credit claims. -.-- 20, 001 2. 48 | 23, 008 2. 48 21, 225 2. 48 
Maintaining the annuity roll___.__- 254, 290 .35 279, 251 .35 304, 232 .35 
Answering inquiries... .........-.-- 191, 141 . 82 189, 652 | . 82 | 189, 600 - 82 





Mr. Tuomas. For 1956 you will process 56,550 death claims. You 
plan on processing 130,030 refund claims, at a unit cost of 85 cents. 
You plan on answering 189,600 inquiries at a unit cost of 82 cents. 
The unit cost is going up. We were doing those over in the investi- 
gations section for 39 cents. 
_Mr. Macy. I believe, Mr. Chairman, that was in the examining por- 
tion. 

Mr. Tuomas. Why does it cost more to answer a letter in one section 
than it does in another? 

Mr. Macy. These are retirement inquiries, which are usually rather 
detailed and complicated with respect to the employee’s service record 
and his credit for a retirement benefit. 

Mr. Tuomas. In other words, when you write a letter you have to 
write some facts and figures. In the other section you can give them 
some words. 

Mr. Macy. In other cases involving the examining activity we can 
frequently use form replies. 

_ These in the retirement division have to be individual computations 
In Many cases. 

Mr. Tuomas. Why is that refund section so large? You have over 
130,000 separate pieces of business. Do you process that many or are 
you behind in that work? 

Mr. Wiutams. No, sir; we are current. 
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Mr. Tuomas. Are you current in all of this? 

Mr. Witu1aMs. Everything. 

Mr. Tuomas. You estimate processed claims and maintaining the 
annuity roll at approximately 511,000. You can write a lot of name 
on the roll in one day, can you not? I was just trying to see what ea¢) 
employee does per day here. What is the average performance of y 
employee in maintaining the annuity roll? How many names do 
she add to that, or how many entries does she make a day? 

Mr. Youne. Do you know Mr. Williams? 


NUMBER OF ANNUITANTS 


Mr. WiiutaMs. There are 28 employees maintaining the roll. Ther 
is a monthly payroll of 280,000 annuitants. That means keeping wp 
with changes in addresses, the currency of the roll, computationwis, 
and the preparation of the payroll. 

Mr. Tromas. How many people are receiving the annuity paid op 
a monthly basis? 

Mr. Witttams. About 280,000. 

Mr. THomas. 280,000? 

Mr. WirxiaMs. Yes, sir. 

Mr. Tuomas. Each one of them gets a check a month ? 

Mr. WuiutaMs. Yes,sir. Auunitans get monthly checks. 

Mr. Tromas. And that is in addition to processing the new death 
claims? 

Mr. WitttaMs. Yes, sir. As people retire you process the retire- 
ment applications and they go on the auunity rolls. They start pick- 
ing up monthly checks from the time you have processed their cases. 

Mr. THomas. You intend to add 56,550 new ones ? 

Mr. Wriiii1aMs. Yes, sir. 

Mr. THomas. How many are already on the rolls? 

Mr. WititaMs. In the neighborhood of 280,000. 

Mr. Tuomas. Next year you will have in the neighbrohood of 
300,000 or 305,000 ? 

Mr, Wirtrams. Then there is a death rate that takes names off. As 
I remember it, that is about 20,000 to 25,000 a year. You might add 
half as many to the rolls as your new cases processed. 

Mr. Tuomas. Are you putting on or taking off ? 

Mr. Youne. Putting on. 

Mr. Wi11aMs. It adds up. You will take off fewer than you add. 
You will add probably twice as many as you take off 


PROCESSING OF REFUND CLAIMS 


Mr. THomas. Why is this figure for refunds so large? Did you 
not amend the act several years ago, saying that after a man was 0 
the Civil Service rolls for 5 years he could not withdraw from the 
fund ¢ 

Mr. Wirx1aMs. He can get a refund within 20 years of service. 

Mr. Tuomas. Now? 2 or 3 years ago it was up to the point thw 
after he had been on for 5 years he could not withdraw. Now he ca! 
withdraw up to 20 years. What is the basis for this withdrawal! 

Mr. Witu1ams. All the money he has put into it, with interest at » 
percent. 

Mr. Tuomas. Does that make sense? 
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Mr. Youne. If he quits, he has a right to the money he has con- 
tributed plus interest. 

Mr. Tuomas. [If he is fired, then what ? 

Mr. Witu1aMs. He gets it. He has a vested right to his own money. 

Mr. Tuomas. Regardless of the length of the period he has been in 

rvice ¢ 
ae Witu1aMs. Up to 20 years. Beyond that he must wait for an 
annuity, whether he wants to or not. 

Mr. Lawton. Up to 20 years service he does not have to take a re- 
fund, unless he wants to. He can take a deferred annuity if he has had 
over 5 year's service. 

Mr. Tuomas. Are as many people dropping out of the fund as are 
joining the fund ¢ 

Mr. Witt1ams. About half as many are dropping out, as I recall, 
as are going on at this time. 

Mr. Tuomas. In other words, about 250,000 new ones going on, or 
how many ? 

Mr. Wiri1ams. Of the 56,000 claims we will process and add to the 
rolls in a given year we will take off the rolls roughly about 25,000, so 
you have a net gain of about 25,000 or so. 


NEW EMPLOYEES ELIGIBLE FOR RETIREMENT PROGRAM 


Mr. Tuomas. Well, you are going to add 295,000 or 290,000 new 
uames to the roll. That is your anticipated figure for 1956. 

Mr. Witu1ams. Not new names to the annuity rolls. 

Mr. Tuomas. New placements, yes. What part of that will be in 
the civil service fund? Even though they have status, they do not have 
to join this fund, do they ? 

Mr. Wittrams. Are you speaking of membership in the retirement 
fund, or getting an annuity ? 

Mr. Youne. The Chairman is comparing it with new hires. 

_ Mr. Wixi1ams. You would add to the total of employees contribut- 
ing to the fund about 300,000 a year. 

Mr. Tuomas. Put it another way. What percentage of your new 
employees under the Civil Service System come into the retirement 
fund? Is it all? 90 percent? 50 percent? Or how many? 

Mr. Witx1aMs. Persons who had indefinite appointments were not 
members of the fund. They contribute to social security. Under 
this new appointment system 

Mr. Tuomas. I am talking about those who acquire status. 

Mr. Witrams. They will be under the fund. This new appoint- 
ment system will bring more people under civil service retirement than 
heretofore. 

Mr. Tomas. When a man acquires permanent status it is not man- 
datory that he join the retirement fund, is it ? 

Mr. Lawton. Yes, sir. 

Mr. Toomas. Automatically ? 

Mr. Lawton. That is right. 

Mr. Toomas. If I knew that, I had forgotten it. It is mandatory 
that these deductions be made? 

Mr. Moore. That is correct. 

Mr. Wiu1aMs. I think the law says “except for persons having 
temporary appointments.” 





602 


Mr. Osrertac. By “temporary” you mean “indefinite” ? 

Mr. WituiaMs. That is right. 

Mr. Ostertaa. It is the same thing ? 

Mr. WiuiaMs. Yes. 

Mr. Tuomas. If that is true, it looks like about 50 percent of your 
people, if your table for the past 3 fiscal years is an indication, remaiy 
in the system after they get out. You are going to take in in th 
neighborhood of 250,000 to 275,000 next year, and you are going to 
process refund claims of 130,000. That is approximately a constant 
figure here for the last 3 years. 

Mr. Tuomas. Off the record. 

( Discussion off the record.) 


PROGRAMS AND STANDARDS 


Mr. Tuomas. I looked over your “Programs and standards” activity 
and I have never seen so many fancy words. I just have “What” 
written on about three pages here, every other line, and I have, “What 
does all of this mean ?” 

We will insert pages 50 and 51 in the record. 

(The information is as follows :) 


ACTIVITY 5—DEVELOPING PROGRAMS AND STANDARDS 
GENERAL STATEMENT 


The principal functions of this activity are to: (1) Develop and plan the 
Federal personnel program for the competitive service in order to provide 
leadership to Federal agencies; (2) develop and issue regulations and instruc 
tions to guide agencies and other bureaus of the Commission in carrying out this 
personnel program; (3) establish and issue occupational standards; and (4) 
devise selection methods and provide examining material for measuring qualif- 
cations of persons being recruited, transferred, or promoted to Federal positions. 
These are continuing responsibilities which give direction and purpose to the 
Commission’s work in improving governmental administration. 

The requirements for this activity in fiscal year 1956 are based on continuing 
all functions at substantially the same level as programed for 1955. In carrying 
out these functions the Commission’s objectives are to place greater emphasis 01 
(1) program planning and research aimed at improving the Federal personnel 
program in the competitive service; (2) improving the effectiveness of the Con- 
mission’s regulations and instructions; and (3) developing both classification 
and examination standards on a coordinated basis. 

In previous years the Commission’s budget presented the planning as well as 
the execution or operating functions as a part of each activitiy. This year, for 
the first time, the budget reflects the program planning and developmental func 
tions grouped together under this activity—developing programs and standards. 
. Under the reorganization of the Commission, the responsibility for all the plat 
ning, programing and standards work has been placed in one bureau. In tis 
way it was believed that related personnel programs would be coordinated and 
would receive more concentrated attention. 

Since the reorganization took effect in the early part of fiscal year 1954, it has 
been evident that this concentration of planning functions has worked out very 
well. An example of these accomplishments is reflected in the legislative pr 
gram recommended by the Commission, which was adopted almost completely by 
the Congress and which has been acclaimed as one of the most forwardlooking 
and constructive programs for personnel management ever presented. Equally 
effective has been the manner in which prompt but carefully coordinated actlol 
has gone forward to place the new legislation in effect. 

The functions of this activity indicated in the following table are all performed 
in the central office of the Commission. 
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Comparative summary statement by function 


























a 
1954 actual 1955 authorized | 1956 estimate 
Functions : | i | i 
Average verage | Average 
positions Cost positions} © | positions| St 
Gl eT tl 
——— | i 
Planning the basic improvements 
in the Federal personnel program. 33 $230, 366 47 $335, 000 47 $335, 000 
Developing and improving instruc- 
tions and regulations... .-----.-.- 29 183, 444 32 214, 220 32 214, 200 
fstablishing and issuing occupa- . a 
tional standards - - ---------- canons 44 286, 897 47 312, 200 49 326, 200 
Devising setection methods and pro- 
viding examining material for 
measuring qualifications. -------- 53 | 274, 020 54 293, 780 56 304, 100 
Total, activity 5........-.---- | 159 | 974, 727 180 | 1, 155, 200 184| 1,179, 500 





Mr. Youne. We would be glad to explain it to you. 

Mr. Tuomas. In other words, that is Mr. Young’s crowd of “brain- 
trusters.” 

Mr. Youne. And doing a very good job. 

Mr. Tomas. Off the record. 

(Discusion off the record.) 

Mr. Tuomas. You have 5 divisions, each with his administrative 
assistant. Is that 154 people or 184 people ? 

Mr. Macy. 184. 

Mr. Tuomas. That is a lot of brains. 

Mr. Youne. Yes. We have all kinds of brains. 


ReguLaTory, APPELLATE AND Apvisory FUNCTIONS 


Mr. THomas. We will insert in the record page 62, dealing with 
regulatory, appellate and advisory functions. 
(The information is as follows :) 


AcTIviry 6—REGULATORY, APPELLATE AND ADVISORY FUNCTIONS 


GENERAL STATEMENT 


This activity consists of the functions for which the three Commissioners, act- 
ing as a single deliberative body, are responsible. In general these functions 
are: (1) The formulation of civil-service rules and regulations, (2) administra- 
tion of the appellate functions, (3) administration of the political activity statutes, 
(4) recommendation of measures to the President to promote the more effectual 
accomplishment of the objectives of the civil-service laws and rules. 


PERSONNEL REQUIREMENTS 


_ The average number of positions and salary costs for this activity are shown 
in the following table. 


<select cc UR een i cc ct i pm at hentai 








1954 actual 1955 authorized 1956 estimate 
Average Average Average 
positions Cost positions Cost positions Cost 
cities eat eile TUS IGE Bieri) 7 i) te Fe Bi ie PE TESTES 
Central office 119 $741, 846 56 
RO ON tds ot : 128 $811, 356 128 $818, 540 
Regional offices.................... 46 | 241, 163 42 | 219,539 | 40 206, 460 
Total activity 6..............- 165 983, 009 170 | 1,030,895 | 168 | 1,025, 000 
| 
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Mr. Tuomas. How many lawyers do you have now, Mr. Young? Y 
Mr. Youne. Twelve, I think. nel 
Mr. Gerety. We have 14. M 
Mr. Tuomas. Mr. Gerety, it is nice to have you with us. We under. \ 
stand you are one of the best lawyers in town. divi 
Mr. Gerery. Are you still off the record ? \ 
Mr. Tuomas. You do not want me to take that off the record, do ) 
you ¢ tha 
(Discussion off the record.) Pre 
st 

EXECUTIVE AND ADMINISTRATIVE SERVICES ) 

} 

Mr. Tuomas. Let us take a look at your housekeeping activities } 
We will insert in the record pages 74 and TD. the 
(The information is as follows :) ) 
AcTiviry 7—EXECUTIVE AND ADMINISTRATIVE SERVICES ’ 


GENERAL STATEMENT 


This activity consists of the executive and administrative functions of the 
Commission performed by the offices and divisions listed in the table on the Hi 
following page. They cover the overall management and service functions 
required to facilitate the performance of the operating programs covered in the 
six activities presented above. These management and service functions are I) 
performed in the Commission’s central office only. However, they are performed E 
for the Commission as a whole, including both the central and regional offices, 


PERSON NEL REQUIREMENTS 


The average number of positions and salary costs for this activity are shown li 
in the table on the following page. A total of 250 positions at a cost of $1,148,102 
is authorized for the fiscal year 1955. For fiscal year 1956 it is estimated that 
251 positions at a cost of $1,154,000 will be required. The following table shows Ir 
the changed requirements of the various services provided under this activity. 
These minor changes are required to adjust staffing needs dictated by expe 
rience, but the general requirements are expected to remain unchanged. The d 
overall increase in the number of positions in the Commission will create more 




















work in this activity, but it will be absorbed by the present staff. \ 
Comparative summary statement by organization 
: ) 
1954 actual 1955 authorized 1956 estimate 
Organizational units ‘ F | 
verage verage Average 
positions| ©°8St | positions} ©°St | positions | — } 
sitosnithitsein heheh ihe tains ett fata Net edepteeto malt tnigeapidaataadeate take acn aE ae 
1 
Office of Executive Director_- 21 $146, 916 23 $150, 770 22 $143, 200 
Office of Director, Bureau of Man- 
agement Services-..-......-------- 18 116, 785 19 126, 941 19 126, 900 ] 
Budget and Finance Division. . 63 282, 566 59 270, 740 61 284, 100 
eerie a ttalon mumeanistier cen 9 38, 885 10 44,000 10 44, 000 
Office Services Division......_.-..-- 126 480, 258 119 446, 755 119 446, 800 
Personnel Division. ............-.-.- 19 98, 994 20 108, 896 20 109, 000 . 


Total, activity 7.........-...- 256 | 1, 164, 404 250 | 1, 148, 102 251 | 1, 154, 00 





Mr. Tromas. You have 251 average positions, as compared to 250 : 
last year. 
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You have a budget and finance division, the library, and the person- 
nel division. 

Mr. Youne. Just the basic tools. 

Mr. Tuomas. How many people do you have in your personnel 
division ? 

Mr. Macy. 20 employees. 

Mr. Tuomas. You have an Office Services Division. What does 
that cover? Procurement and property management activities / 
Processing Of all printing? How many people do you have for that 
$446,800. 

Mr. WrtttaMs. 119, sir. 

Mr. Tuomas. Do they process all your examination forms? 

Mr. Witt1aMs. They handle the printing of it through the GPO or 
the private contractor designated by GPO. 

Mr. Tuomas. Who gets it in shape to send down to GPO? 

Mr. Wittrams. We do, sir. 

Mr. Tuomas. This office is in your division? 

Mr. Witu1aMs. Yes, sir. 

Mr. Tuomas. What is your total personnel? There are 251 in all. 
How many do you have in your immediate shop ? 

Mr. Witu1aMs. 5, sir. 


INVESTIGATIONS OF Unrirep Srates CrrizeNs ror EMPLOYMENT BY 
INTERNATIONAL ORGANIZATIONS 


Mr. Tuomas. We touched on your International Organizations very 
lightly awhile ago, under the Investigations. 

Mr. Youne. Yes, sir. Mr. Gerety has that. 

Mr. Tuomas. We have already inserted pages 89 and 90 under the 
Investigations activity. 

Do you not have a little too much money there? I got that very 
definite impression last night. 

Are you not about through with that work load for the United 
Nations? What else do you have, besides the United Nations? 

Mr. Gerery. There are about 43 international organizations. 

Mr. Tuomas. About 80 percent of them come under the United 
Nations, do they not? 

Mr. Gerety. No, I think it is much closer to half. 

You have four agencies classified as United Nations, and then you 
have a group of other specialized agencies which are related to the 
United Nations. 

— Tuomas. You have the International Telecommunications 
nion. 

Mr. Gerery. That has no connection with the United Nations. 

Mr. Tuomas. None whatsoever. You have the World Meteoro- 
logical Organization. That is not the International Geophysical Year, 
18 It! 

Mr. Gerery. No, I think that is separate. You have the Pan Ameri- 
can Union, for example, and the Pan American Sanitary Bureau. 
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NUMBER OF AMERICAN EMPLOYEES OF INTERNATIONAL ORGANIZATIONS 


Mr. Tuomas. What is the number of American employees, alto. 
gether, in these organizations ? 

Mr. Grrery. It would be an approximation which might vary rather 
widely from the actual fact, but my guess would be, sir, about 3,50), 
They have, of course, a continuing recruitment problem, 

Mr. Tuomas. Our people do not quit those jobs too often, do they! 
They do not quit them like they do the good old Civil Service Com. 
mission, at a rate of 15 or 20 percent a year, do they ? 

Mr. Gerery. I do not know what the turnover is, but I do knoy 
they have a substantial number of new applicants every year who ar 
considered for employment. It is not just going over and filing a 
application. They only send a case to the Civil Service Commissioy 
through the State Department if it is an applicant that they are con. 
templating adding to the rolls. Every time the General Assembly 
meets they add several hundreds of employees to staff the Genen| 
Assembly in New York. Under the Executive order those employees 
are subject to an investigation before they can be hired. 


COST BREAKDOWN BY FUNCTIONS 


Mr. Tuomas. At this point we will insert in the record page 93 of 
the justifications, and I have written in my justification in great big 
letters “How many cases ?” 

(The material referred to is as follows :) 


Summary of cost requirements 


1955 1956 
Functions 1954 actual | guthorized | estimate! 


Federal Bureau of Investigation: 
Name checks - --- - __- gala aint eaae et tain encase $1, 310 
Applicant investigations , 
Preliminary inquiries 7 4, 710 
Full field loyalty investigations ‘ 136, 425 


Total cost to FBI 389, 010 389, 010 


Civil Service Commission: 
National agency checks 1, 998 
Background investigations 121, 375 
Processing reports on internationally recruited personnel__- 9, 945 
Loyalty advisory opinions 146, 055 
Analysis of other cases 39, 270 14, 725 


Total cost to CSC 318, 643 281, 163 


Total cost of program 707, 653 607, 173 
Estimated savings S38. 274 }.. 2.) se 


707, 653 1 892, 347 


1 Includes $492,347 unobligated balance of funds appropriated for this purpose in the Supplemental App 
priation Act, 1954. 


WORKLOADS AND UNIT COSTS 


Mr. Tuomas. Page 94 gives the number of cases. We will also it: 
sert that page in the record at this point. 
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TIC NS 5 
oh (The table referred to is as follows :) 

8, alto Workloads and unit costs 

 Pather 


t 350 1954 actual 1955 authorized | 1956 estimated 
U0), Bea eo he ee 

2 Work item | | 

| 


Number | Cost per Number | Cost per 





Number Cost per 




















0 they! | ofcases | unit | of cases unit | ofcases | unit 
é Com we | eae eee 
ederal Bureau of Investigation: 
Name checks. - . ---..-.----~--------- 1, 110 $1. 18 1, 110 $1, 18 7 $1.18 
> know Applicant investigations... -......-- 491 502. 17 491 502.17 342 | 502.17 
Preliminary inquiries. lnm = = = ~~ ~~ ---+--- 47 100. 21 47 100. 21 33 100. 21 
vho are Full field loyalty investigations. ----- 261 522. 70 261 522. 70 182 | 522. 7 
lin ivil Service Commission: | 
. g al National agency checks. ---- - -- a ek 333 6. 00 333 6.00 333 6.00 
MASs1On Background investigations..--- ...- -- 542 | 223.94 542 | 210,00 542 230.00 
Loyalty advisory opinions. ----.---..- 648 | 225.37 473 | 297.00 262 297.00 
Te Con- Analysis of other eases. ...-.-.----... 2,741| 14.33] 1,012} 14.55 900 *4 65 
se ile ae abe? ee i oe 
mbly 
reneral 
Dloyees INVESTIGATION BY FBI 




















Mr. Tuomas. Does the Federal Bureau of Investigation make the 
same kind of investigation you do? 
Mr. Gerery. No. The order provides if it is an employee in a 


e 93 of MEprofessional type of position there has to be a full field investigation 
eat big mY the Federal Bureau of Investigation. All other investigations 


ure started by the Civil Service Commission and if a loyalty question 
arises the investigation is dropped by the Civil Service Commission 
into the lap of the Federal Bureau of Investigation and they conduct 
the full field investigation. 





1956 NUMBER OF CASES 
stimated 
Mr. THomas. I do not find any round figure of the number of cases 
i and number of employees. You have name checks for 1956, 763 cases; 


applicant investigations, 342; preliminary inquiries, 33; full field 
loyalty investigations, 182; national agency checks, 333. How many 
employees do you have for 1956 in these various organizations? 

Mr. Youne. Some of these may be the same. 

Mr. Gerety. Some will be duplications. I think we should supply 
you with more rounded figures that break it down the way you want it. 
Mr. Toomas. What is the total employment of American citizens 
in these 12 or 15 organizations? 

Mr. Gerety. This program will be confined now almost entirely to 
new applications. There are only, I would think, about 150 employees 
whose cases have not been considered. 

Mr. Tuomas. What is your guess on the total number of new em- 
ployees seeking employment ? 

Mr. Gerery. During the course of a year? 
Mr. Tuomas. Yes. 
Mr. Gerery. My guess would be somewhere over a thousand. 
Jso vf Lr. Toomas, We will multiply them by 3 because we have 3 types 
of investigations. We will make it 2,200. 
You say “analysis of other cases.” I guess that means cases we have 
hot mentioned ? 
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Mr. Gerery. I have given you the wrong impression by saying 
1,000. I think we should supply you with the kind of breakdoyy 
you want. This would indicate that in 1956 the loyalty board woylj 
act on the reports of about 1,200 cases. Then there are other cases that 
do not come to the board where the investigation is absolutely clear. 
There were 142 such cases in calendar year 1954. 


INVESTIGATIONS BY FBI 


Mr. Tuomas. If it is a more important job the Federal Bureay of 
Investgiation does the investigating and if it is not as important the 
Civil Service Commission does it ; is that correct ! 

Mr. Gerery. That is correct. 

Mr. Tuomas. Do you know how many employees the Federal Bureay 
of Investigation has on this work ¢ 

Mr. Witurams. We have given them $342,000 this year. 

Mr. Tomas. How many employees do they have on this work? 

Mr. Witiiams. We have no idea. This is on a case-cost basis. For 
example, for the investigations that we make, a part of that investiga. 
tion is a name check of the FBI files for which they get $1.18 apiece. 

Mr. Youne. Of course we have no control over that cost at all, 


INTERNATIONAL EMPLOYEES LOYALTY BOARD 


Mr. Tuomas. You say: 


Investigations are made by the Federal Bureau of Investigation and the Civil 
Service Commission. Also, there has been established in the Civil Service Com- 
mission an “International Organizations Employees Loyalty Board.” This board 
inquires into the loyalty to the Government of the United States * * *, 


This loyalty board is under your jurisdiction. It makes an evalua- 
tion, but the evaluation is not binding, is it ? 

Mr. Gerery. No, it is not. 

Mr. Tuomas. This says: 

The standard is “whether or not on all the evidence there is reasonable doubt 
as to the loyalty of the person involved to the Government of the United States.” 

The court is always going to instruct the jury if you have a reason- 
able doubt of guilt you will acquit. Here we use the test if you have 
a reasonable doubt of a man’s loyalty you must fire him. 

Mr. Gerery. That is true in every loyalty program they have ever 
had. The doubt has been resolved in favor of the Government. In 
this case the doubt is resolved in favor of the employee. 

Mr. Yates. That is not true. That has not always been the 
standard. 

Mr. Gerery. No, it was not for a period, but the standard was then 
changed. 


COST ESTIMATE OF THE PROGRAM 


Mr. Tuomas. Youstate: 


The financial requirements during fiscal year 1956 to carry out the provisions 
of Executive Order 10422 as amended, amount to $500,000. 

Without knowing the number of cases you are going to have to 1 
vestigate, I do not know how you arrive at this figure of $500,000. 

Mr. Younc. We got our figures from the State Department as © 
the number to expect. 
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Mr. Tuomas. This is not reimbursable work ¢ 0 

Mr. Youne. This is an appropriation made to the Commission 
which is split between the Commission and the Federal Bureau of 
Investigation. 

Mr. THomas. Does this $500,000 cover the FBI’s part too? 

Mr. Wuu1aMs. Yes. They will get $271,000 of it. 

Mr. Gerery. The State Department said we should expect the same 
caseload in 1956 as in 1955. 

Mr. Tuomas. How much did you have in 1955 in dollars and cents? 

Mr. Wit1aMs. $892,000, of which we have reserved $222,000 as 
apparently not being required. a 

Mr. Tuomas. Your applicants investigated for 1955 is 246,565 
against the estimate of 171,800 for 1956 at a cost of $607,173 for 1955 
against an estimated cost of $500,000 for 1956. Are you not high in 
your estimate to the tune of $100,000? 

" Mr. Youne. You are just looking at the FBI estimate of applicant 
investigations in those figures. 

Mr. Tuomas. Yes, that is true. It holds good in your portion too 
since it is a lump-sum appropriation and you split it 50-50. 

Mr. Youne. It is not split 50-50. It is split on the basis of the actual 
estimated cost here. 

Mr. Gerety. Where do you find the $100,000 excess, Mr. Chairman ? 

Mr. THomas. On the basis of the workload for 1955 against 1956 we 
nave an excess of about $100,000. 

Have you got your actual expenditures for the first 6 months of 1955? 

Mr. Youne. The first 6 months of 1955? 

Mr. THomas. Yes. 

Mr. Youne. Of course, the FBI investigations cost twice as much 
as the civil service ones. 

Mr. Witu1aMs. $258,000 are the costs to date. 

Mr. Tuomas. That is less than an annual expenditure of $607,000. 

Mr. Witt1amMs. I do not think we will spend $607,000. 

Mr. Toomas. How far wrong was I when I said you are $100,000 
hight You would not contradict an old friend for $100,000, would 
you! 

Mr. Wriu1ams. No, sir. We will probably underspend in 1955 by 
$50,000 to $100,000. 


ADMINISTRATIVE Expenses, Emprioyres Lire INsurance Funp 


Mr. Tuomas. We will insert page 95 at this point which is expense 
Limitation: Employees’ Life Insurance Fund—Administrative Ex- 
penses. There is very little information in there. 

(The material referred to is as follows :) 


Erpenge limitation: Employees’ Life Insurance Fund—Administrative expenses 


Estimate : 
I cae i it ll Es ee $150, 000 
ae Ee ne 140, 000 
COgipn <e0n enone eee ee eee mmscepnneneue —10, 000 


“ The Federal Employees’ Group Life Insurance Act (Public Law 598, 68 Stat. 
(36) provides that the Employees’ Life Insurance fund is available for any ex- 
penses incurred by the Civil Service Commission in the administration of the act 
Within such limitations as may be specified annually in appropriation acts. The 
expense limitation requested for 1956 will provide for: (1) Accounting for em- 
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ployee deductions and agency contributions to the fund and maintaining the ne. 
essary control accounts and records; (2) performing audits of private insurang 
companies’ records to determine compliance with insurance contracts; (3) gp. 
swering inquiries from individuals and agencies concerning insurance matters: 
(4) determining whether employees retiring under the several Federal civiligy 
retirement systems are eligible for continuing coverage under the act; (5) coy. 
piling statistical data and preparing the annual report to the Congress and (¢) 
supplying agencies with the necessary forms and instructions in connectioy 
with their responsibilities under the act. 

The estimate for administrative expenses for fiscal years 1955 and 1956 are 
based upon the best judgment available in the absence of specific experience sing 
the program has been in operation for only a short time. 

Mr. Tuomas. You have a figure that you pull out of the air of 
$140,000, and as you aptly set out, you are working in unplowed 
field here. The law gives you a right to have appropriated each year 
your necessary expenses. 

Mr. WituiaMs. We are not requesting an appropriation here. This 
is just permitting us to use this amount out of the fund. 

Mr. Tromas. I understand you will spend it out of money you col- 
lect, but you have to have authorization to do that. 

Mr. Witu1AMs. That is correct. 
~ Tuomas. How many employees do you have set up to do this 
job? 

Mr. Hamityt. Twenty-three man-hours in 1956; there were 19 in 
1955. 

Mr. Tuomas. Where do you find that? I do not find that. 

Mr. Haminy. We have an extra sheet showing that. 

Mr. Tuomas. Tell us something about what your fund looks like in 
dollars and cents and what are your prospects for the next 12 months! 

Mr. Youne. I think all the pertinent information is contained in the 
press release we put out on December 23, which you may wish to have 
inserted in the record, Mr. Chairman. That shows that more than $1) 
million has been paid to survivors in death payments under this pro- 
gram, with another $1 million for accidental death and dismember- 
ment. 

Mr. Tuomas. Let me suggest to you budget people not to treat this 
too lightly. Write a nice little justification and get it over here in 
the next day or two because you do not have anything in here nov. 
Show the number of employees, the prospect dollarwise, how much 
insurance will be in force, how much you have paid out to date, how 
many more are joining, how many are falling out, and so forth. 
I guess they cannot fall out because you deduct their contributions! 

Mr. Wiis. It is voluntary. They can take themselves out if 
they want to. 

Mr. Tuomas. That is right, but unless they specifically request it 
they are under the program. 

Mr. Youna. It requires an act on the part of the individual to get 
out. 

Mr. Wuu1aMs. We have considerable information on this program. 

Mr. Tuomas. It is not in my book. 

Mr. Witu1aMs. It is not in mine, either. 

Mr. Youne. It is a very interesting story and should be told. The 
coverage is much greater than we expected on that. I believe it 1s 
98 percent. par 

Mr. WritaMs. Between 90 and 95 percent. We had anticipated 
75 percent. 
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PAYMENT To Civit Service RevireMEne AND Disapitiry FuNnD 


Mr. Tuomas. There are no funds in this year’s budget nor were 
there any in the budget for fiscal 1955 for the Civil Service Retire- 
ment and Disab? Fund. As I remember, the last time money was 
appropriated for this purpose was in 1953. That is bad business to 
skip 2 years. I saw a note some place that if, as, and when and maybe 
the Administration will send over some legislation, and if the legisla- 
tion passes, it will require in the neighborhood of $216 million to 

artially pay for the Government’s part of the fund, purely on the 
beale of the fiscal year 1956. It will not even pay the Government’s 
full part for that year, will it? 


PROPOSED LEGISLATION FOR PERMANENT APPROPRIATION TO FUND 


Mr. Youne. We feel there should be some statutory authority en- 
acted which would provide for a regular and automatic appropriation 
for this purpose so that we would not have to come each year with all 
the backing and filling that seems necessary to get an appropriation. 

Tr. Tuomas. I agree with you it should be appropriated each year, 
but what will that amount be? Will it be an amount to make it self- 
sustaining or will it require an additional appropriation 7 or 8 years 
from now ? 

Mr. Youne. It should be appropriated every year according to some 
reasonable formula. Commissioner Lawton is the expert on that. 

Mr. Tuomas. What is your thought on it, Commissioner Lawton? 
What should we do now and what should be done in the future? 

Mr. Lawton. As you said at the beginning, the proposal set forth 
in the budget is that there be legislation so that Congress can aflirma- 
tively declare the basis on which they want this fund financed. The 
legislation would write in more than the bare statement that the Civil 
Service Commission shall estimate an amount. There is no basis for 
assuming what the amount shall be. 

Mr. Tuomas. The Congress has declared what it shall be percentage- 
wise, has it not? 

Mr. Youna. There is no method for arriving at the amount. 

Mr. Tuomas. Does not the statute make it clear what the Federal 
Government’s obligations are? 

Mr. Lawton. No. 

Mr. Toomas. Will somebody turn to the statute and read it into the 
record at this point? It is not stated that the Government (1) shall 
pay the administrative cost, all of it; and (2) shall match the em- 
Ployees’ contributions. That is pretty definite, is it not ? 

Mr. Lawron. That is not in the act. The act simply says: 

The Civil Service Commission shall submit annually to the Bureau of the 
Budget an estimate of the appropriation necessary to finance the retirement and 
disability fund and to continue this act in full force and effect. 

Mr. Tuomas. I am talking about the act of 1920, I believe. 

Mr. Lawton. This is the act in existence now. 

Mr. Tuomas. What was the date of the original Act? 

wt Lawton. There was never any revision as to Government 
matching, 

Mr. THomas. Will you read that again ? 

Mr. Lawton (reading) : 
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The Civil-Service Commission shai “submit atinually ‘to “thé “Bureau of tip 
Budget an estimate of the appropriation necessary to finance the retirement and 
disability fund and to continue this act in full force and effect. 

Mr. Troms. But was there not a standard laid down before as ty 
the administrative cost and the matching, or was that by regulatiyy 
or Executive order ? 

Mr. Lawton. The amount the Government puts in has been dete. 
mined annually. It has been determined on every sort of basis, 

Mr. Tuomas. There have been two principles adhered to. One wy 
who was to pay the administrative cost, 

Mr. Lawton. The administrative cost is a direct appropriation to 
the Civil Service Commission, not out of the fund. 

Mr. Tuomas. The Government has always paid the administratiy. 
cost. 

Mr. Lawton. That is right. 

Mr. Tuomas. What has been the theory behind the amounts that 
have been appropriated? It was purely on a matching basis, was i 
not ? 

BASIS FOR FUNDING 


Mr. Lawron. No. In the first several years nothing was appropri- 
ated on the basis the employee contributions were sufficient. 

Mr. Tuomas. It had to be self-sustaining and it cannot be sustained 
on contributions by employees alone. 

Mr. Lawton. As a result of that there was an accumulated defi- 
ciency. There was a Government charge for the past service back of 


1920. Since then at various times the formula has been the actuarial 
amount necessary to maintain it on an actuarial basis. At other periods 
the normal cost plus interest on funded deficiency has been appro- 
priated. 

Mr. Tuomas, After 1920, when you brought in those people that 
had service earlier than 1920—— 

Mr. Lawton. That has always been assumed as a responsibility of 
the Government. 

Mr. Tuomas. I was not too far wrong, then, 

Mr. Lawton. The present value of the benefits under that fund on 
an annual basis is about 11.15 percent of the payroll. The employees 
contribute 6 percent. The Government’s COnErTaG On would amount 
to 5.15 percent of the payroll. There is, however, an unfunded det 
ciency of $10.6 billion and to meet only the interest on that deficiency 
would require an amount equal to 314 percent of payroll. 

Mr. Tuomas. How do you arrive at that deficiency of $10.6 billion! 

Mr. Lawton. That was a calculation made a year ago. 

Mr. THomas. On what basis it it made? Ona matching basis by thi 
Government plus those who have been given benefits without paying 
anything? What is the yardstick? 

Mr. Lawton. The yardstick for the valuation is, what would tt 
take to provide sufficient funds to pay all of the retirement costs of 
members of the fund when they ultimately retire. 

Mr. Tuomas. What will you pay them? 

Mr. Lawron. At the current rate. 

Mr. Tuomas. What is the rate now ? 

Mr. Lawron. 114 percent of the high 5 years of salary multiplied by 
the years of service. 





613 








Mr. Toomas. Plus an equal amount by the Government. 

Mr. Lawron. Normally it would not cost the Government quite an 
equal amount. The Government pays about 514 percent and the em- 
ployee pays 6 percent. 


1 of the 
lent and 


Pe AS to 
Ulation 
OUTSTANDING LIABILITY OF THE FUND 


deter. : , ices . 
i Mr. Tuomas. What is the outstanding liability of the fund as of 


January 1? 
Mr. Lawton. This is the figure as of last June, $29,601,000,000, 
tion to Mr. Tuomas. What is in the fund to take care of that $29 billion? 
Mr. Lawton. There is $5.6 billion in the fund. The employee con- 
tributions to be paid are $7.4 billion and the future employer contribu- 


ne was 


tratiy 
tions at the normal rate are $5.8 billion, making a total of $18.9 billion. 
leaving an unfunded liability of $10.6 billion. 
S that 
Was it AMOUNT OF ANNUAL APPROPRIATION REQUIRED 
Mr. Tuomas. On the assumption that the Federal Government is 
going to pay the administrative cost and match the benefit that the 
ropri- employee pays for, how much will it take on annual appropriation 
basis to get the Government current ? 
rained Mr. Lawton. On a matching basis it would take about $550 million 


ayear. For the Government to contribute 5.15 percent, it would take 
| def. S474 million a year. That would deplete the fund in about 40 years. 
ick of Mg Lhe fund would be exhausted because you have not taken care of the 
narial Ma Ufunded liability, and at that point the 5 percent would go up to 16 
sriods MME Percent. 

Mr. Tuomas. At the end of 40 years the Government contribution 


ppm would be $1.5 billion a year. Are you going to put off the awful day ¢ 

that Mr. Lawron. The Kaplan Committee’s report recommended an 
annual contribution of 8.63 percent. 

ty of Mr. Tuomas. How much would that be ? 


Mr. Lawron. $772 million per year. 

Mr. Tuomas. What is the figure the administration has in mind 
a on —_s up in the form of a budget estimate? $216 million? 
Tass Mr. Lawron. The Kaplan report also provided you might not be 
ount ae @ble to get to this immediately so you could take it in steps and you 
defi. ge YOuld have to increase this percentage later. 


ieney Mr. Tomas. You never get a debt paid by dragging your feet. 
Mr. LawTon. This $216 million is based on a different calculation. 
ant Mr. Tuomas. What is it based on? 


Mr. Lawron. It is based on total benefit disbursements for next 
v the year of $487 million, from which is deducted $194 million in employee 
ving contributions, leaving $293 million as the Government share. They 
: would use the interest on the Government’s equity in the fund, $77 
ld it ae for part of it and the appropriation of $216 million for the 
6 of alance. 
Mr. Toomas. If you owe a man $10 you are not going to get it paid 
by paying him $1.25 at a time except over a very long period. If you 
owe this money you will not get it paid by paying $216 million a year 
when the least amount you can pay to get it paid in 40 years is $750 
d by million a year. So you are just delaying the day of reckoning when 

you only appropriate $216 million. 
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a Lawton. If you pay nothing the fund would be exhanstej 
in 1970. 

Mr. Youne. Actually the Commission recommended to the Burey 
of the Budget that we follow the Kaplan report. 

Mr. Osrertac. May I inquire, has the Government borrowed this 
money from the fund? It is an investment fund, is it not? 

Mr. Lawton. It is invested in Government bonds. 

Mr. Tuomas. Producing revenue. 

Mr. Lawton. Producing revenue and the current interest is charg. 
able to interest on the oublio debt and not to this appropriation, 

Mr. Yarrs. What is your recommendation, Mr. Lawton? Do yo 
agree with Mr. Kaplan and his committee? f 

Mr. Lawton. I worked on it with the committee. In my opinim 
their recommendations would be certainly an ample protection fo 
the future. They would start building the fund up immediately and 
would build it up from its present $6 billion to about a $25 billion fund 
in 60 years. 

Mr. Yates. As I remember the discussions we had in previous yeas 
on this fund, there was always the question of whether to build it up 
or let it depend on the credit of the United States and make the neces. 
sary appropriations when the time came. 

Mr. Lawton. You might have to make a gradual increase. This 
is all based on an assumed payroll, which is the present payroll. 

Mr. Yates. The Chairman indicated he thought it desirable to have 
an annual appropriation to take care of the needs of the fund. Hoy 
much should that appropriation be? 

Mr. Tuomas. $700 million. 

Mr. Youne. We are trying to determine if there is a good formula 
between those limits. That is why we will want this amendment to 
the act. 

Mr. Tuomas. Did not the Commission recommend an approximate 
figure of $700 million for this year? 

Mr. Youna. That is what we originally proposed to the Bureau of 
the Budget following the Kaplan recommendation. However, Treas- 
ury has some ideas on this and we are conferring with the members 
who were on the Kaplan committee and others to try to arrive ata 
formula that will provide for that from this time on. , 

Mr. Yates. Did you recommend an appropriation of approximately 
$700 million for this purpose to the Bureau of the Budget! 

Mr. Youne. That was in our original recommendation. 

Mr. Yares. And the Bureau of the Budget rejected it? 

Mr. Youne. They cut it down to $216 million on the basis Con- 
missioner Lawton has outlined. 

Mr. Yates. You stated that Treasury has some views on this. What 
are the views of Treasury ? 

Mr. Youna. I cannot speak for them. They have not entirely re 
solved their own thinking, I do not think. 

Mr. Yares. Does that mean they have not expressed themselves 
on it? 

Mr. Youna. They also were a member of the Kaplan Committe. 

Mr. Yares. Were there any dissents from the Kaplan report! 

Mr. Lawton. No, because there was one provision in the report that 
said this would not necessarily have to be done in one bite, you could 
approach it gradually. 
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Mr. Youne. It was not a final resolution of the problem. 
AMOUNT OF FUNDS REQUESTED FROM BUREAU OF BUDGET 


Mr. Yates. How much money did the Civil Service Commission ask 
of the Bureau of the Budget? Did the Bureau of the Budget give you 
everything you requested other than this amount relating to the retire- 


ment fund ' 
Mr. Witx1ams. They cut us by $447,000 in salaries and expenses 


items. 

Mr. Yates. You requested this amount plus $447,000 more for sal- 
aries and expenses ? 

Mr. Wru1aMs. Yes. 

Mr. Yates. What was the nature of the amount that was deleted? 

Mr. Witt1aMs. I can give it to you in activities. 

Mr. Yates. All right. 

Mr. WiiiraMs. $282,000 in recruiting and examining; $93,000 in 
activity 2, investigations; $13,700 in activity 3, inspection and classi- 
fication audits ; and $57,500 in other objects of expenditure. 

Mr. Yates. Do you have with those figures the number of positions 
that were covered # 

Mr. Witu1aMs. No. I could supply it. 

(Norr.—Approximately 87 positions.) 


EMPLOYEES DISMISSED UNDER EXECUTIVE ORDER 10450 


Mr. Yates. Chairman Thomas alluded in his questioning to a Civil 
Service Commission press release containing a breakdown of dis- 
missals under Executive Order 10450. Does anyone here have a copy 
of that press release ? 

Mr. Youne. I have a copy of it. 

Mr. Yates. May I see it ? 

Mr. Youne. Surely [handing document to Mr. Yates]. 

Mr. Yates. Would you state what section 8 (a) is so that we can 
understand this press release ? 

Mr. Youne. I will read it into the record. This is section 8 (a) 
of Executive Order 10450: 


_SEo. 8. (a) The investigations conducted pursuant to this order shall be de- 
signed to develop information as to whether the employment or retention in 
employment in the Federal service of the person being investigated is clearly 
consistent with the interests of the national security. Such information shall 
relate, but shall not be limited to, the following : 

(1) Depending on the relation of the Government employment to the national 
Security : 

(i) Any behavior, activities, or associations which tend to show that the indi- 
vidual is not reliable or trustworthy. 
i ~ Any deliberate misrepresentations, falsifications, or omission of material 
acts, 

(iii) Any criminal, infamous, dishonest, immoral, or notoriously disgraceful 
conduct, habitual use of intoxicants to excess, drug addiction or sexual per- 
version. 


_ IV was amended by Executive Order 10548 of August 2, 1954, and 
it now reads: 

(iv) Any illness, including any mental condition, of such nature which in the 
opinion of competent medical authority may cause significant defect in the judg- 


ment or reliability of the employee, with due regard to the transient or con- 
tinuing effect of the illness and the medical findings in such case. 
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(v) Any facts which furnish reason to believe that the individual may: be Mr 
subjected to coercion, influence, or pressure which may cause him to act Contrary 3 ; 
to the best interests of the national security. ou ¢ 

(2) Commission of any act of sabotage, espionage, treason, or sedition, » mpl 
attempts thereat or preparation therefor, or conspiring with, or aiding or aby. Mr 
ting, another to commit or attempt to commit any act of sabotage, espionay Mr 
treason, or sedition. ; Mi 

(3) Establishing or continuing a sympathetic association with a saboteur, spy 1 
traitor, seditionist, anarchist, or revolutionist, or with an espionage or other M 
secret agent or representative of a foreign nation, or any representative of ; fmm )°! 


foreign nation whose interests may be inimical to the interests of the Unita M 


States, or with any person who advocates the use of force or violence to oye. VM 

throw the Government of the United States or the alteration of the form of (yy. , 

ernment of the United States by unconstitutional means. case 
(4) Advocacy of use of force or violence to overthrow the Government of the M 


United States or of the alteration of the form of Government of the Unite MMmol 
States by unconstitutional means. nati 

(5) Membership in, or affiliation or sympathetic association with, any foreig ther 
or domestic organization, association, movement, group, or combination of per. 
sons whch is totalitarian, Fascist, Communist, or subversive, or which has 
adopted, or shows, a policy of advocating or approving the commission of acis 
of force or violence to deny other persons their rights under the Constitution 
of the United States, or which seeks to alter the form of Government of the 
United States by unconstitutional means. 

(6) Intentional, unauthorized disclosure to any person of security informa. 
tion, or of other information disclosure of which is prohibited by law, or willful 
violation or disregard of securty regulations. 

(7) Performing or attempting to perform his duties, or otherwise acting, 
as to serve the interests of another government in preference to the interests of 
the United States. 


(8) was added by Executive order 10491 of October 13, 1953, and 
reads as follows: <e} 

(8) Refusal by the individual, upon the ground of constitutional privilege 
against self-incrimination, to testimony before a congressional committee regard of 
ing charges of his alleged disloyalty or other misconduct. : 

Mr. Yates. Referring to page 1 of the press release, are columns }, 9 ag 
4, 5, and 6, included within columns 1 and 2? 

Mr. Youne. Columns 3, 4, 5, and 6, are a breakdown of columns 1 § re 
and 2, that is correct. And of course the total of those columns will 
add up to more than what you have in columns 1 and 2, because you % pi 
will have some files containing information of more than one type s0 
that the figures do not balance out from that point of view. th 

Mr. Yares. Is any one of these columns related to the question of Hi o 
loyalty ? 

Mr. Youne. Column 3 deals with Section 8 (a) (2) through (8), HB a 
and those subsections largely deal with subversive associations or mem- 
berships in subversive organizations or actions which would tend to 
lead toward the overthrow of the United States Government by force, e 
or serving the interests of another Government in terms of treason 
and sabotage, and that sort of thing would be included under column). 

Mr. Yates. Do your records indicate whether any of the people ( 
whose employment with the United States Government was seve 
were members of the Communist Party ? 

Mr. Youne. No. Our records do not show whether they were meti- 
bers of the Communist Party or not. 

Mr. Yares. Would your master file show that ? 

Mr. Youna. These figures are based entirely on certified reports 
from the agencies. We have no file which would back up these figures 
in the Civil Service Commission. 
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Mr. Yares. I was under the impression that last year you mentioned 
ou do have a master file on each employee showing the record of his 
ployment with the F ederal Government. 

Mr. Younc. We have a central security index. 

Mr. Yates. That is what I meant by a master file. 

Mr. Youne. That is correct. sea 

Mr. Yares. Your security index, would that indicate on it whether 
) person had been a member of the Communist Party ? 

Mr. Youne. I do not think so. 

Mr. Wu1ams. More than likely it will show the disposition of the 
of Gor. HM... e but not the reason behind it. EAST 
Mr. Yares. Your file would show only, as the reason for termination 
Unitej AN of an employee under the Executive order, that there had been a termi- 

nation in accordance with the Executive order, without stating a fur- 
foreign HMM her reason ; is that correct ? 
Mr. Younc. We do not necessarily know what the reasons for firing 
of acy ME were. ‘This table, of course, does not indicate the reason for firing. 
itution Mr. Yares. This press release does show for example, the basis for 
of the BE firing for sex perversion ; that is a reason for firing, is it not ? 
Mr. Youne. Any one of the reasons represented by the figures in 
willful Ma columns one and two. 
| Mr. Yates. Yes. 
RE, & Mr. Younc. They might have been separated for all of the reasons, 






Sts of BM ihre, four, five and six, for all or any one of those reasons. 
Mr. Yates. Yes. 
+ and Mr. Young. But you cannot say that any one of the persons was 
eparated for that reason ; because his name appears in another column. 
vilege Mr. Yares. Has the Civil Service Commission verified the accuracy 


ard BE of the information that appears on this press release, this breakown ? 
Mr. Youne. No, we do not go behind the certified statement of the 
ns 3, MM agency head. 
Mr. Yates. All that you have done is merely compiled or tabulated 
ins | HM reports that you have received from other agencies of the Government. 


will Mr. Youne. That is correct; that is all this table represents, a com- 
you Mi pilation of these individual reports. 
re $0 Mr. Yares. Does this table represent any of the information that 


the Civil Service Commission may have gathered as a result of its 
n of HF own investigation ? 
b Mr. Youne. No; if I understand it correctly, it does not represent 
(8), any such information, because we make no evaluations. 


em- Mr. Yates. The reason for my question was the statement that it 
1 to takes you 60 days, an outside limit of 60 days, to investigate certain 
ree, employees. 

son Mr. WiitraMs. Yes. 

nd, Mr. Yates. During the 60 days, these employees may work; is that 
" correct, or do they work? 


Mr. Writ1ams. No; not ina sensitive position. 
Mr. Yares. If it is not a sensitive position ? 


” Mr. Witt1ams. Then they would work. 
Mr. Yates, The security order involves nonsensitive positions ¢ 
rts on WILLIAMs. _ Yes, both sensitive and nonsensitive. ae? 
ce Mr. Yates, Is it possible that you may have terminated a beginning 


employment, or failed to approve the beginning employment, be- 
cause of some reason in the security order ? 
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Mr. Youna. No. We would not make a determination on the secyy. 
ity order of an applicant for another agency. What we would ly 
doing, we might make an evaluation with respect to suitability. 

Mr. Yates. Yes. 

Mr. Youne. If we clear it on suitability, then it is passed on ty 
the agency, and it would make a determination as to security. 

Mr. Yates. Are you empowered to refuse to hire an applicant for, 
position with another agency ? 

Mr. Youne. We can instruct another agency to fire a person, for 
reasons of suitability. 

Mr. OstrertaG. For what reason ? 

Mr. Youne. For reasons of suitability. 

Mr. Yates. Have you done that during the last year? 

Mr. Wiu1ams. That was a part of the statement Mr. Young mak 
right after lunch regarding the removal, directed by the Commission, 
on suitability grounds resulting from these agency checks. 


COMMISSION’S INVESTIGATIONS AS TO SUITABILITY FOR FEDERAL 
EMPLOYMENT 


Mr. Yates. What distinction does the Commission draw between 
the term “suitability”—the test in using the term “suitability” and 
that of Executive Order 10450? 

Mr. Youne. The Commission is determining suitability of appli- 
cants for employment. The suitability provisions in the Executive 
Order 10450 are in relation to national security of particular positions 
or work, 

Mr. Yares. Yes. That is right. 

Mr. Youne. Our determination is one of general suitability for 
Federal employment. 

Mr, Yates. What does the term “suitability” mean to the Civil Serv- 
ice Commission, when the applicant files his application; you would 
test his suitability for employment in certain terms? 

Mr. Youna. As to whether the person is honest, reliable, a known 
alcoholic, good moral character, whether he has ever been convicted 
of a misdemeanor, has been in jail, 

Mr. Yates. Are you not outlining the tests that make up section 
8—A of the coliaeeat security order ? 

Mr. Younes. Yes, but not in relation to the specific job. 

Mr. Yates. Are you not really applying it to the specific job of the 
applicant? 

Mr. Wiu14Ms. Let us take a specific case; let us assume a ward 
attendant in a veterans hospital. 

Mr. Yates. All right. 

Mr. Wriu1aMs. A nonsensitive job; he might have had an arrest 
record of some kind. 

Mr. Yates. All right. 

Mr. Wru1aMs. The Veterans’ Administration could very well de- 
termine that the actual position in no sense involves security; and 
yet we may say that he is an unsuitable Federal employee and that 
he should not have a position in the Federal service anywhere. 

Mr. Yates. Therefore, you would refuse to approve him for en- 
ployment ? 
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Secur. Mr. Witt1Ams. Rather, if he had been hired, we would order the 
wld by VA to fire him. 

Mr. Yares. Are you not in a measure saying the same thing that 
[am saying, that under your term “suitability” you are doing what 
others are doing under Executive Order 10450? 

Mr. Witt1ams. But you can envision the situation, Mr. Yates, 
where they might find him suitable—— 

Mr. YATES. Yes. 

Mr. Wiuttams. For the Veterans’ Administration, but that same 
ase might go to another agency, and it would decide from the security 
standpoint, that they would not hire him; or would fire him from the 
position which he occupies. So it will work both ways. You cannot 
assume that all actions will be the same in all cases; there will be 
sme cases in which we will order the firing of an individual because 
of his being unsuitable, and in others we will clear, but the employing 
agency wil fire him for security reasons. 

Mr. Yates. The question in my mind was as to whether there was 
not a double check, necessarily one, under the suitability provisions 
for the applicant ; and then having to undergo a check by the agency 
under Executive Order 10450. 
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” ond Mr. Wut1ams. Of course we are going into different things. 

appli: MABPUFERENCE BETWEEN COMMISSION TEST OF SUITABILITY AND EXECUTIVE 
cutive ORDER 10450 


atone Mr. Yates. What different things are you looking for? 

Mr. Witx1aMs. One, unsuitability which may or may not coin- 
cide with the security requirements in the job which the fellow occu- 
pies. We do not concern ourselves with the position he holds; that 
ns, the security aspects of that position. 

Mr. Yares. Can you give the committee an example where you will 
hire a person as being suitable where he would be unsuitable for the 
sition under Executive Order 10450? 

Mr. Witt1ams. We do not hire. We would declare that he would 
be suitable for Federal employment generally under the Commission’s 
standard of suitability. 

_Mr. Yares. I want to find out where the two differ; that is, in rela- 
ion to the job. 

Mr. Osterrag. On that same point, I am interested to learn where 
and how you establish the standard for employment 

Mr. Yates. He said suitability. 

Mr. Youne. Which would be what we are required to do under 
he Civil Service Act, and always have done; and that is a traditional 
function of the Commission. 

Mr. Osrerrag. As long as you require honesty-—— 

Mr. Yates. Loyalty ? 

Mr. Ostertag. Loyalty, and so on, where would that be insufficient 
lor employment for a sensitive position? I mean, what qualification 
they have to possess over and above that for employment? 

Mr. Young. The relationship of the individual to the particular 
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Mr. Yares. Can you give us an example? 
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Mr. Youne. Which is a determination of the head of the agen ) 
and the whole security program is based on the relationship of tim ) 
individual to the position, taking all of these factors into account, ino 

Mr. Yates, What-you are saying \ 

Mr. Younc. What we are saying is, as to whether or not the aps 2 
plicant is generally suitable for Federal employment. 

Mr. Yares. Can you give us an example of the difference, of wher 
you have cleared somebody under your term “suitability” as a matte 
of practice, and where he has been fired under the Executive order! 

Mr. Ostertac. Perhaps it might be asked in another way. 

Mr. Yares. All right. 

Mr. Ostertag. What would be the difference between unsuitability 
and security purposes ? : 

Mr. Yates. That is right; I will take that. 

Mr. Youne. It may be the same thing, actually, depending upm 
whether the man is suitable or not suitable; if he is not suitable gen. 





erally, for Federal employment, then we will direct the agency not J 
to hire him. the 
Mr. Yates. Right. mis 
Mr. Youna. Then the security question never comes up. act 


Mr. Yates. Of course, the question of security never comes up, be Mi! 
cause he is not hired. ] 
Mr. Younea. Yes. 
Mr. Yates. Presumably the question of security will never com jim (e! 
up, if he is hired, because you have cleared him under the test of the MM fac 
security order, under your terms of “suitability”; is that correct! 
Mr. Younes. No. 
Mr. Yates. All right, tell me the difference, nal 
Mr. Youne. All I can do is repeat what I have said. Use 

Mr. Yates. Well, can you give me an example? 

Mr. Youne. We have cleared him for suitability; but when a 
agency looks over that particular man and they have a particular gi of 
job in mind for him, and they have determined how they want to weg pa 
him 

Mr. Yates. Yes. | 

Mr. Youne. Then they may decide that, even though he may kj yo 
generally employable for a nonsensitive position, running an elevator ji fo 
or something of that sort, they do not want to use such a person in! 
sensitive position in their particular agency. We may make no dis | 
tinction between the two, between the sensitive and the nonsensitive i || 
position, and the work he may have to do. The agency picks him ott | 
and they may find that he is a fellow who gets drunk on Saturday me 
night and all of the rest of the time he is a person of great loyalty fo 
and integrity; but they may want him in a sensitive position, wher | 
the fact that he did get drunk only on Saturday night might be ju" 
the same as if he did get drunk at other times. 

Mr. Puiiuies. In line with the earlier questions which I understool 
Mr. Yates to ask—and I am not sure that he asked it just in this wy ~ 
They would make a supplemental determination on the basis of the J si 
information already in the file for him. Is that right? wl 

Mr. Wiis. That is right. pa 

Mr. Putuiies. Is that what you have in mind? 

Mr. Youna. Yes, and they might make a further 

Mr. Yates (interposing). I asked the question to determil 
whether there was duplication of investigation. 
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agen Mr. Putas. I did not think so. 
of tome «Mr. Yates. The Civil Service makes the first examination and then 
another agency makes a further one under 10450. 















mn Mr. Pumures. That is what I understood. I do not see that there 

he ap. fms necessarily any great duplication of investigation; I saw a supple- 
mentary decision as it had to do with a specific case. 

where Mr. Witrrams. There would be no duplicate investigation. 

matte Mr. Youne. No. 


order (Off-the-record discussion. ) 
Mr. Yates. I got the impression that the Civil Service Commission 
is no longer doing that. The impression I got from Mr. Williams’ 
testimony a few moments ago was that where the agency would be 
willing to hire an individual who had a record of minor charges, the 
Civil Service Commission would tell the agency to fire him. Is that 
upon correct! ; so dt 
e gel Mr. Witttams. We will make a determination of suitability. 
Cy not Mr. Yates. Well, let me ask the question as to whether or not, in 
the consideration of suitability for a position, the Civil Service Com- 
mission considers, with respect to the individual’s file, any behavior, 
activity, or association tending to show that the fncivithost is not 
ip, be reliable or trustworthy ¢ 

. Mr. Wirtu1aMs. Yes. 

Mr. Yates. Does the Civil Service Commission also consider any 
comefa deliberate misrepresentation, falsification, or omission of material 
of the Me facts / 
ot? Mr. Witi1aMs. Yes. 

Mr. Yates. Does the Civil Service Commission consider any crimi- 
nal information, dishonesty, moral, or discretable conduct, habitual 
use of intoxicants, or sex perversion ? 

Mr. Wiitrams. Yes. 

en al Mr. Yates. If I read through each of the other tests, in section 8 (a) 
icularfi™ of Executive Order 10450, just as I have the first few parts of this 
to ute paragraph, would your answer be the same? 

Mr. Wittrams. Section 8 (a) (1). 

Mr. Yates. Section 8 (a) (1). Would your answer be “Yes,” that 
you do consider all these factors in connection with the application 
for employment of an individual under your test of suitability ? 


ability 
















ay be 
ator 


Lina Mr. Wii11ams. That is right. 
D dis- Mr. Yares. That is right? Then you have answered the question 


sitive | have been trying to get answered. 


n out As a matter of fact, would it not be better if the Federal Govern- 
rday MH ment did not use the term “security risk” but used the term “suitability 
yalty for employment” in Federal employment ? ’ 
vhere Mr. Young. No, I do not think it would. 


» just Mr. Yares, Tell me why not. 
Mr. Young. They are two different things. 
stool Mr. Yares. Why are you talking about two different things? 
way: Mr. Youne. Suitability as it is used by the Civil Service Commis- 


f the MM sion applies to general suitability of individuals for employment, 
Whereas the question of security relates the particular individual to the 
particular position. 

.. Yates. The question of his employment: in the particular 
sition, 








622 


Mr. Youna. Yes. 

Mr. Prius. Do you not answer your own question in this way: 
What did the Civil eee Commission do in all of the years of the 
Civil Service before the question of security came up? 

Mr. Yates, They did exactly what they are doing now. I agre 
with that, Mr. Phillips, and the point I am making is, I think the term 
“security risk” isan unfortunate term. “Suitability for employment” 
is better. 

Mr. Puirures. Yes. 

Mr. Yates. You agreed with me? 

Mr. Putaes. In the discussion last year. 

Mr. Yates. As a matter of fact, that was the argument that you 
made last year. : 

Mr. Puuurs. I still am in agreement. I think the words “security 
risk” is better than the use of “subversive” and these other words that 
are used because, just as the Chairman, Mr. Young, said a moment ago, 
a person may be as loyal as he can be but he has, unfortunately, the 
habit of reading secret papers all week and then going out and getting 
drunk Saturday night; and you do not know to whom he is talking, 
He is not subversive; he may be a very loyal citizen but has a very 
unfortunate habit. 

Mr. Yares. I think that is true, Mr. Phillips. Still, he is a security 
risk, is he not? 

Mr. Youna. In a sensitive position. 

Mr. Putters. Yes, for a security position. 

Mr. Yates. Well, you remember, Mr. Phillips, the testimony of 
General Services Administration on this matter before us last year! 
They stated that most of the employees who have been discharged as 
security risks under the Executive Order in their employment were 
charwomen and engineering people and janitors and other people in 
that type of employment. I do not know whether that testimony was 
off the record or not; but they stated that a person would gamble a 
little and the police might pull him in and fine him. Then he would 
be fired as a “security risk.” 

Mr. Purutes. I think that “suitability” would be a better term; 
but I can see a security risk. : 

Mr. Yates. But suitability applies, apparently, only to the initial 
employment; the beginning of employment; are Federal employees 
fired later as being unsuitable? 

Mr. Youna. Unsuitable? 

Mr. Yates. Yes. 

Mr. Youne. They could be. 


DISCHARGES FOR CAUSE 


Mr. Yares. Since Executive Order 10450 went into effect, have you 
one any employees as being unsuitable, rather than being security 
risks ? 

Mr. WriuraMs. I do not think—— 

Mr. Youne. Oh, yes; I should say, the rate of discharge for cause, 
as I said this morning, in the Federal service runs from 1,400 to 1,500 
a month, or around 25,000 a year. Those are actual firings for caus, 
about 25,000 a year. 

Mr. Yates. What do you mean by “for cause” ? 
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Mr. Youne. Lazines, inefficiency, drunkenness, abuse of annual 

leave, or any of the other reasons which might be reasons for sepa- 
n. 

Ar Yates. Are these all included in the term “unsuitable”? 

Mr. Youne. Certainly they are not suitable to continue as Federal 
employees. ; ; 

Mr. Yates. Are these included in the term “unsuitable” as defined 
by the Civil Service Commission, or as used by the Civil Service 
(Commission ? ot 

Mr. Youne. If they had those characteristics, when they came up 
for a test on suitability, certainly they would be regarded as being 
unsuitable. ' 

Mr. Yates. I am not anna about applicants; but I am talking 
about after they are given employment. 

Mr. Youne. Yes. 

Mr. Yares. You say they are fired for cause and my question was, 
are any of the causes for which they are fired contained in the term 
“unsuitability” other than those that are contained in the term “secu- 
rity risk” ¢ That is, after they have been hired; after they have been 
cleared in the first instance ? 

Mr. Puuarps. The 25,000. 

Mr. Youne. I am still not certain I understand your question. But 
if a man were fired for continual abuse of annual leave, after he was 
on the payroll 

Mr. Yates. Would such a reason, be contained in the phrase “un- 
suitability,” as used by the Civil Service Commission ¢ 

Mr. Wut1ams. No. We would not know whether he had com- 
mitted the act 

Mr. Yates. Allright. That is my point and I get back to the ques- 
tion I asked a few moments ago—have there been any termina- 
tions of employment since Executive Order 10450 went into effect, on 
the ground of “unsuitability” as that term is used in the Civil Service 
Commission, as opposed to the term “security risk” as defined in the 
Executive Order ¢ 

Mr. Witt1aMs. Some of the total firings that have been done in the 
course of the years— 

Mr. Yates. Can you point to any, to the amount? 

Mr. Witttams, No. 

Mr. Yates. How do you know this is true, then? 

Mr. Witttams. Because of the 20,000 to 25,000 people who get fired, 
on the average, in the year. 

Mr. Yates. Yes. How many of them are security risks? 

Mr. Witu1ams. I do not know. ; 

Mr. Youne. Whatever is on this release here. The actual number 
of firings in this period of 18 months—15 months, was some 3,000. 

Mr. Yares. Yes? 

Mr. Youne. And for the same period, the total fiirings would have 
numbered approximately 30,000. 

Mr. Yates. Do you know that as a fact; that during the same 
period, there were a total of 30,000 fired from the Federal Service ? 
Mr. Young. That is approximately correct. 
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STATUTORY AUTHORITY TO DISCHARGE EMPLOYERS 


Mr. Moorr. Mr. Chairman, may I make an observation ? 

Mr. Yates. I would certainly like for you to. 

Mr. Moorr. Aside from the separations under Executive Order 
10450, the Congress has provided two ways in which persons may |x 
separated from the Federal payroll. 

Mr. Yates. Yes. 

Mr. Moore. The language of the Lloyd-LaFollette Act and the 
language of the Veterans’ Preference Act are almost identical. They 
say this in effect—that an employee may be separated from the Fed- 
eral Service when such action, or such separation, shall be for “sue) 
cause as will promote the efficiency of the service.” 

Now, in answer to your question of suitability 

Mr. Yates. Yes. 

Mr. Moorr. Assuming an employee is separated under the pro- 
visions of either of those two acts; if he is considered for reemploy- 
ment, the factors that went into the consideration of removal, might 
be termed suitability factors. But insofar as making a blanket state- 
ment about anyone who is separated under the Lloyd-La Follette or 
Veterans Preference Act, for such causes as would promote the efii- 
ciency of the service and to label him unsuitable for any Government 
position, might be going too far. : 

Mr. Yates. Allright. Let me ask you this question: You say there 
were approximately 30,000 employees fired between May 28, 1953, and 
September 30, 1954; is that correct, Mr. Chairman? 

Mr. Youne. That was my statement, I think. 

Mr. Yates. Are the approximately 5,000 terminations of employ- 
ment contained in this press release included within the 30,000? 

Mr. Young. Five thousand or 3,000. 

Mr. Yates. Was it not a 5,000 figure ? 

Mr. Young. Those are resignations. We are talking about firings. 

Mr. Yates. Three thousand. 

Mr. Youne. Yes; they will be included within the 30,000. 

Mr. Yares. What is the nature of a security risk. Is it not the 
same? Do you not have the same standard or the same test implicit 
in the term of the two pieces of legislation that Mr. Moore spoke about! 
Could they not be fired under the standards set in those acts rather 

than under the security order ? 

Mr. Greretry. No, because the security 

Mr. Moore. The Congress also provided, I believe it was in 1950, 
that in certain agencies—and authorized the President to extend it 
to other agencies—where the continued employment of an individual 
would be contrary to the national security—that is where the word 
“security” came in—— 

Mr. Yates. Yes. 

Mr. Moorr. That they could be separated by the head of the agency. 

Mr. Yares. Is this a new test that is not covered by the other tests: 

Mr. Moore. The test that was provided by the other laws——__. 

Mr. Yares. I am asking you whether or not you could have term! 
nated employment for security reasons under the two acts to which 
you have referred ? 

Mr. Moore. After Congress acted 











Mr. Yates. Before Congress acted. 
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Mr. Moore. Congress acted in 1950. 

Mr. Yates. I am not asking about that; I am asking you whether, 
under the two pieces of legislation that were in existence prior to the 
epactment by Congress of the Act of 1950. 

Mr. Moors. Prior to that? 

Mr. Yates. You could have terminated employment for security 
reasons ¢ 

Mr. Moorr. Well, I was not a member of the Civil Service Com- 
mission then, and I do not think that anybody 

Mr. Yates. Well, you are familiar with the law, and you are 
familiar with the steps taken by the Commission. 

Mr. Moore. The President had issued at that time, an Executive 
order stating that separations could be made on grounds of doubtful 
loyalty-——— 

Mr. Yares. Are you not dancing around my question? 

Mr. Gerery. May I make a statement, Mr. Chairman. 

Mr. Yares. Yes. 





STATUTORY AUTHORITY FOR ISSUING EXECUTIVE ORDER 10450 


Mr. Gerery. The testimony of the Secretary of Defense on which 
the Congress acted in the passage of Public Law 733, 8ist Congress, 
which is the law to which Mr. Moore has referred, was to the effect 
that the removal proceedings provided for under the existing statutes 
were not sufficient to protect national security. 

And what he asked the Congress to pass and what the Congress then 
did pass, was Public Law 733 of the 81st Congress, and the passage 
of it contains the clear implication, which was used as one of the bases 
and the argument, that the existing removal statutes were insufficient 
to protect the national security. 

Mr. Osrertac. That was while President Truman was in office, was 
is not? 

Mr. Gerety. Yes. 

Mr. Yates. That was under President Truman’s administration ? 

Mr. Gerery. Yes. This statute was passed in 1950. 

Mr. Yates. Yes. 

Mr. Gerery. On representations of the previous administration. 

Mr. Yates. What & you mean by that; the recommendation ? 

Mr. Gerety. Yes; upon the recommendations. 

Mr. Yates. What was the administration referring to, the fact that 
the dismissal process was such a slow one that the ordinary processes 
of the Civil Service Commission for terminating an employee were 
not sufficient to protect the national security ? 

_ Mr. Moore. In fact, it was the testimony of the Secretary of De- 
— before the House Post Office and Civil Service Committee in 
950, 

Mr. Yates. But insofar as the right to termination—apart from the 
question of the desirability of procedure for termination of employ- 
ment, the Civil Service Commission could have terminated for that 
reason, before the enactment of the existing law ? 

Mr. Gerery. I do not think so. 


: Mr. Moors. It had no power of termination; the Commission never 


has had that power. 
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Mr. Yates. The agencies, in accordance with procedures set up by 
the Civil Service Commission. - ' 

Mr. Gerery. I do not think in all cases that was so. 

Mr. Yates. In what cases was it not so? 

Mr. Osrertaa. I understood him to say that the Civil Service Con. 
mission could step in and tell an agency to fire somebody. 

Mr. Yates. I think that is what he said. 

Mr. Osrertac. I am wondering if I understood correctly. _—, 

Mr. Yates. You can prevent the head of an agency Frit hiring 
somebody, but you cannot compel the head of an agency to fire hin: 
is that correct ? 

Mr. Moorn. Generally, that is true; as a general rule, but there are 
exceptions. 

Mr. Yates. Did you want to answer my question, Mr. Gerety ! 

Mr. Gerery. I do not think that I cad ive you any specific 
cases, but I think it is clear that there is a need for the security pro- 
gram, if I understood you, that you wanted an answer to the ques. 
tion whether there is a need for the security program. 

Mr. Yares. No, that was not my question. My question was, so 
far as the right to terminate is concerned, apart from the question 
of the desirability of procedure for termination of employment, the 
Civil Service Commission could have terminated for that reason, be- 
fore the enactment of the existing law, subject to the procedural 
delays, of course. 

Mr. Gerrety. I would not be in position to submit cases. 

Mr. Yates. Well, after you have checked the transcript if you want 
to put some cases in there, you may do so. 

r. Gerety. I would not be able to submit cases. I think it would 
be the testimony that supported Public Law 733. 

(Off the record discussion. ) 

Mr. Ostertae. Is the Executive order the result of the authoriza- 
tion under this law, or was that under authority before the law? 

Mr. Moore. No; it was under that law. 

Mr. Ostertac. In other words, Executive Order 10450 stems from 
this law? 

Mr. Moore. Public Law 733; that is right. 


WILLIS ORDER ON TOP CIVIL SERVICE JOB VACANCIES 


Mr. Tuomas. Mr. Chairman, there is a lot of complaint on both 
sides of the aisle to the effect that the Civil Service rules and regula- 
tions are being distorted, and sections are torn out, or whatever 
you want to call it, by virture of an order, out of the White House, 
to the effect that jobs $14,000, $15,000 and higher—before they be 
filled must be submitted to the Republican National Committee and 
30 days elapse before any vacancy is filled. We hear a lot of com- 
plaints, as I say, on both sides of the aisle, directed at the Civil 
Somned Commission. I wish you would direct your attention to that 
for a few moments. I notice that some 2 months or more ago, the 
Civil Service Commission made up a group of business men, a type 
of advisory crowd, and they recommended that that Executive order 
be rescinded, that the job be filled by Civil Service on a competitive 
basis. 
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What is the basis of that complaint ? 

Mr. Youne. Well, let me say in the first place, that there has been 

no Executive order issued respecting the situation that you are re- 
rring to. 

gra ee Well, one of the iia called one of the ad- 

ministrative assistants over at the White House by name, and stated 

that he issued the order. What is his name? 

Mr. Youne. That was Mr. Willis, who issued a memorandum setting 
up a system which was designed, as I understand it, to broaden the 
source of recruitment. 

Mr. Yares. To do what? 

Mr. Youne. To broaden the sources of recruitment. 

Mr. Yates. To broaden it or limit it? . 

Mr. Youne. Broaden the sources of recruitment. 

Mr. Toomas. You mean your planning section had not covered 
all sources? Go ahead, Mr. Chairman. 

Mr. Youne. That program, established by that memorandum, if it 
can be dignified as being a program, has been ineffective as an opera- 
tivematter. We examined it very carefully at the Civil Service Com- 
mission; we examined all the instructions; we examined all the in- 
structions issued by the departments pursuant to it, the instructions 
from Mr. Willis’ White House plan; we found no example, legal or 
operational, of violations of the Civil Service Commission laws, rules, 
and regulations. Actually the program has not had any effect at all. 
We consulted with the regional directors around the country to. de- 
termine the effect of it, and they tell us that it is having no effect. 

Mr. THomas. Do you know if Mr. Willis has withdrawn the order? 

Mr. Youne. The instruction is still outstanding but the new ap- 
pointment system setup, that we discussed this morning, for all in- 
tents and purposes, nullifies any particular instruction with respect 
to competitive examinations for Government service. 

Mr. Tuomas. Has Mr. Willis been advised that his order is null 
and void now ? 

(Off the record discussion.) 

Mr. Yates. I think that you ought to explain what the Willis order 
did. You said that it provided a broadened source of employment. 
What was the Willis order ? 

Mr. Youna. It was a memorandum of instructions issued by Mr. 
Charles Willis of the White House staff, which had the net effect of 
calling the attention of the Republican Party machinery to job vacan- 
cies in the Government service. 

Mr. Yares. I refer to a newspaper article handed to me by the clerk 
of the committee which appeared in the Washington Sunday Star, 
dated February 13. There is the caption, “League Urges Eisenhower 
: End Job Order—Sees Civil Service Hurt by Handling of Security 

ssue.” 

And in the column it says this: 

The Willis order requires Federal agencies to list top civil-service job vacan- 
‘les with the Republican National Committee and the White House and to 
freeze them for 30 days so that GOP applicants can get first crack at the jobs. 

Isthat a correct statement of the Willis order? 

Mr. Youne. It is not correct from the point of view any job is held 
for the GOP applicant. The appointing officer in reviewing appli- 
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cants under the laws and regulations, and this new Execuitve ordoy 
which became effective last month, is prohibited from giving any 
political consideration in connection with any applicant. — 

Mr. Yares. I do not think that was quite my question. My ques. 
tion was whether or not the Willis order requested that Federal agen. 
cies list top level civil service job vacancies with the Republican Ny. 
tional Committee and the White House and to freeze them for 3 
days so GOP applicants can get first crack at the job. Was that the 
Willis order? I am not asking is that what the Commission is doing, 

Mr. Youne. My statement was directed to the last part of that 
quotation. The first part, I believe, is substantially correct. 

Mr. Yates. The statement is true that the Commission is not follow- 
ing the Willis order ? 

Mr. Youne. The Commission has nothing to do with the Willis 
order. The Commission is going ahead and enforcing the laws, rules, 
and regulations that govern the appointment of Federal employees, 
which prohibits any political affiliation to be taken into account. 

In that connection, I might read in the section of the Executive 
order which specifically bears on this point. 

Mr. Yates. What date? 

Mr. Youne. Executive Order No. 10577 set up the new appoint- 
ment system and became effective on January 23, 1955. Rule IV, 
section 4.2, of this order says: 

Prohibition against racial, political, or religious discrimination. 

No person employed in the executive branch of the Government who has 
authority to take, or recommend any personnel action with respect to any 
person who is an employee in the competitive service, or any eligible, or appli- 
cant, for a position in the competitive service, shall make any inquiry con- 
cerning the race, political affiliation, or religious belief of any such employee. 
eligible, or applicant. Old disclosures concerning such matters shall be ignored 


except as to such membership in political parties, or organizations, as constitn's 
by law a disqualification for Government employment. 


Referring there, parenthetically, to the Communist Party— 


No discrimination shall be exercised, threatened, or promised by any perso 
in the executive branch of the Government, or in favor of any employee in the 
competitive service, or any eligible, or applicant for a position in the competi- 
tive service because of his race, poelitieal affiliation, or religious belief excep! 
as may be authorized, or required by law. 


Mr. Yares. I am grateful to Mr. Young for calling that section 
to our attention. I assume he has also called that to the attention of 
Mr. Willis. 

Mr. Youne. Yes. 


AGE AS A FACTOR IN SECURING FEDERAL EMPLOYMENT 


Mr. Yares. In the Independent Offices Appropriation Act of 1955 
the following proviso was contained: 

The Civil Service Commission shall not impose a requirement or limitation 
of maximum age with respect to the appointment of persons to positions in the 
competitive service, except such positions as the Civil Service Commission may 
publish from time to time in such form and manner as it may determine. 

As the one who suggested that provision in the law, looking at It 
at this late date now, I do not know quite whether it was effective, 
and I wonder whether or not I have to start all over again in this 
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crusade to eliminate age as a barrier for Federal employment; that 
age standing by itself as a barrier. otf 

I call attention of the chairman of the Commission to an article 
which appeared in the Machine, which is published by the National 
Association of Machinists, in which the headline says, “IAM Investi- 
vation Reveals 35-Hiring Age Limit for Many Federal Posts. 

~ Will you tell me why the Commission establishes a 35-year age 
limit for a tax collector, or why it would refuse to employ an apphi- 
cant who was 36 years of age for that employment merely because of 
his age? 5 

Mr. Young. Well, it is my understanding that the age limit was 
put on certain jobs which we regarded as career entry jobs into the 
civil service. Of course, the great bulk of jobs do not have any age 
limitation. 

Mr. Yares. Speaking personally, do you see any reason why age 
should be any barrier to employment for a position of that kind? 

Mr. Younes. I think in the interest of good personnel recruitment 
inmany of these jobs where it is our desire and intent to get younger 
people entering into the service on a career basis, it can be a useful 
thing in terms of good career personnel. I think that Mr. Macy looked 
into this. 

Mr. Macy. You might be interested in a summary of the action 
the Commission did take in response to the legislation in Public 
Law 455. 

Mr. Yates. I certainly would be, because as far as I can make out, 
they did not carry out our intent. 

Mr. Macy. I hope you will feel, after I review this, the contrary 
i$ $0. 

As a result of the public law, the Commission made a complete 
review of all age limits in the competitive service and clearly liberal- 
ized them by eliminating the general 62-year age limit for a great many 
occupations. 

In line with the Secretary of Labor’s policy for hiring more older 
workers, the Commission put out a departmental circular to all 
agencles—— 

Mr, Yates. When was that? 

Mr. Macy. That was in 1952—urging all appointing officials in the 
competitive service to consider the appointment of older workers 
who were qualified for Federal jobs. Attention at that time was also 
invited to a defense manpower policy statement which had the same 
general intent. 

Next, in line with Public Law 455, the Commission set up a special 
appointment authority for hiring workers over the age of 70 on a 
temporary renewable basis. That is, agencies were authorized to 
hire older workers for a period not exceeding 1 year. At the end 
of each year, the appointment under this system comes up for review 
to determine whether the person is still physically and mentally able 
(0 perform the work for another year. This procedure has 
encouraged Federal agencies to appoint older workers with the know]- 
edge they would not have to bring charges to terminate the appoint- 
ment of such a person whose mental or physical condition might 
deteriorate, 

Further, in the case of the 35-year-age limit, which is waived for 
veterans, it has been established for professional and similar entrance 


iS, 
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level trainee positions—such as Chairman Young indicated—on the 
grounds that public policy would seem to indicate that older workers 
should not be encouraged to apply for a job in the Government wher 
the Government must make a training investment for a future perio 
of service. 

Mr. Yates. May I interrupt? What do you mean by the tern 
“older workers” in that last phrase? Would you consider a person 
who is 36 years old to be an older worker ? 

Mr. Macy. I would certainly not be able to so categorize. 

Mr. Yates. Is not that what you just did? 

Mr. Macy. Our effort for these particular positions has been to try 
to build this as a first step in a career, and it is largely in professional 
fields, or in skilled fields, where in the public interest we wonl 
like to have as many years as possible of service before the individual 
retires. 

We have as parallel experience, Mr. Yates, the requirement that the 
minimum age limit for the foreign service officers on entry is 31, and 
that as far as the military academies are concerned, although this is 
not entirely parallel, the maximum age is 22. 

Many of the apprenticeships programs sponsored and supported by 
various craft unions establish a maximum age limit of 24. 

Mr. Yates. So does private industry and so do a lot of people. 
What are we going to do with respect to people who are over the age 
of 35 and who are qualified for the positions—refuse them the oppor- 
tunity to earn a living? 

Mr. Macy. We feel there are other job opportunities in the Federal 
service open to the older worker: that this is not excluding the older 
worker from opportunity in the Federal service. 

This particular tax-collector job is a new position. There are new 
standards that have been set up by the Internal Revenue Service in an 
effort to try to build a quality career service within the Internal Reve- 
nue by selecting younger men, providing them with a period of train- 
ing, training that has been authorized through appropriated funds, 
and to have better qualified members of the Service for more respon: 
sible positions as they gain experience. That was a part of our joint 
ars to improve the quality of the personnel in the Internal Revenue 
Service. 

Mr. Youne. What was this man doing for the first 35 years of his 
employment, or the first 15 years of his employment ? 

Mr. Yates. He was a machinist laid off at a time when a number of 
employees were cut off from their jobs. When he applied for unem- 
ployment compensation he was told that he should apply for positions 
elsewhere. Among the positions for which he applied was one for 
which the United States Civil Service Commission was recruiting ap- 
plicants for the job of tax collector. He applied for the job and was 
rejected because he discovered that the age limits established by the 
Civil Service Commission were between the years 18 and 35. He 
was 36. 

Mr. Youne. He could not have read the specifications. 

Mr. Yares, I think that may be true, but that is not the point. I 
certainly think the specifications were faulty because age by itself 
should not be a barrier to employment. If a person possesses all the 
other qualifications, age should not be a barrier. 
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Mr. Young. I.do not know if being a machinist is first-class train- 
ing for being a tax collector. foal 

Mr. Yates. That may be, but what connection does the question of 
age have with that? Qualifications of another kind are important. 
but certainly age does not bear on whether he can handle the job. 

You stated, Mr. Macy, you had eliminated the overall barrier of 
(2 vears as being the maximum age of employment. 

Mr. Macy. That is correct. 

Mr. Yates. Now, checking a release that was put out by the Civil 
Service Commission in December 1952, we have professional positions, 
GS-5, which establishes a maximum age of 35 years for an agrono- 
mist, for a soil conservationist, for a physicist, for an engineer, and a 
historian. 

Mr. Macy. Those were jobs that I referred to as being in a profes- 
sional area where we were attempting to recruit for the long-range 
career service, where the primary objective was to stimulate interest 
among recent college graduates for the service. 

Mr. Yates. Have you ever checked to find out whether the people 
who were employed under that maximum age limitation for those 
particular jobs are still with the Federal Government? 

Mr. Macy. I am not in a position to say. 

Mr. Yates. That is right. It is quite conceivable that many have 
left the Federal service; is that not so? 

Mr. Macy. Well, some have, but we also have evidence that a good 
many of the people that come in at these junior Jevels remain for a 
very long productive career in these professional categories. 

Mr. Yates. Do you have any statistics which would show the rela- 
tive proportion ? 

Mr. Macy. No, I do not. 

Mr. Yates. Does the Commission have any to show how many of 
those they recruit for career employment stay on permanently ? 

Mr. Macy. We have some information on some categories, but in 
order to get any kind of a cross-section, we would have to go to the 
agencies for it. We do not maintain that kind of information. 

Mr. Yares. Would you say that the maximum age limit of 35 for 
such employees is likely to deprive the Government of some very 
expert people for the positions that you seek to fill? 

Mr. Macy. In order to answer that I would have to see what our 
experience would be with those over 35. My judgment has been that 
we would not be losing high-quality people as a result of the existing 
age limit. 

Mr. Youne. I think we also have to keep in mind the fact that this 
does not apply to veterans, and over half your Federal employees are 
veterans today. 

Mr. Macy. That is right, all age limits are waived for veterans 
except in certain categories where, because of the hazardous or arduous 
nature of the work, it is necessary to apply an age limit for safety 
reasons, 

_Mr. Yates. Continuing, I notice an accountant has a maximum age 
limit, a savings and loan examiner has an age limit of 38. Is that 
again to create a career employee ? 

Mr. Macy. I believe so. 

_Mr. Youne. I would think that could well be reviewed from time to 
ume in terms of the recruitment potential of the Federal Govern- 
ment, especially in view of our new appointment system. 
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Mr. Yares. I was speaking for myself... I think it would be well to 
eliminate age as a barrier to employment, solely because of age. 

Mr. Youna. You could not apply that universally. 

Mr. Yates. Why not? 

Mr. Youna. Because you have certain hazardous occupations wher 
age is really a definite factor. 

Mr. Yares. This would bear upon a person’s other qualifications 
and not necessarily because of his age. It depends upon whether a 
person is otherwise qualified to carry on an employment. The fact 
that he is 41 or 62 or whatever age you want to select, does not. neces. 
sarily mean he is not qualified because of his age. For example, bot) 
you and I are over the age of 35 and yet I think we could still be tax 
collectors for another 10, 15 or 20 years, so I think there is an intrinsic 
fallacy to this type of approach. That is my own opinion. 

Mr. Youne. On the other hand, when you get into an active 
hazardous occupation, the FBI or the border on. certainly I think 
anyone is going to have more doubts about taking a person 65 than a 
person 35 for that kind kind of an operation, even though you might 
be in good physical condition at the time. 

There is another kind of situation which is also coming up in thes 
professional fields more and more, which is where a professional man, 
in order to fill his Government position, has to be acquainted with more 
than one discipline. The colleges and universities are not turning out 
that kind of person. The Government will hire a geologist and then 
give him a course in something else so he can fill this particular (ov- 
ernment job which requires both kinds of knowledge and experience. 
There, we have a very real investment in a person, and certainly it 
would be just good personnel management to try to take sufficient pre- 
caution to hold that man in the service as long as you can and start 
early enough to get him into training. 

Mr. Yates. I think that is a consideration. The objection I have 
is to the automatic elimination from consideration of applicants for 
United States Government positions wholly on the ground of age. 
I think this is not a realistic standard of employment. 

The question of qualification for such employment seems, in my 
judgment, to be better based upon other factors. 

For example, Mr. Lawton, for whose ‘talents I have a very great 
respect 

Mr. Youna. So have I. 

Mr. Yares. He was formerly Director of the Bureau of the Budget. 
Yet he could not qualify for this accountant job with the Housing 
and Home Finance Agency, because as I look at Mr. Lawton, he is 
over the age of 38. 

Mr. Lawton. I have had almost that much service. 

Mr. Macy. That would be a waste of his talents. 

Mr. Yates. You say that because you know him. Suppose another 
with his talents wanted to apply for the job, would you say the 





Federal Government was being deprived of very able services, pros 


pectively for many years, because of this age barrier? Your standard 
just does not make sense to me. 

Mr. Youna. I think if it were applied universally, or had great 
application in terms of the total number in the Federal service, It 
would be much more serious than it actually is. 











well to 
6. 


where 


ations 
ther 4 
e fact 
neces- 
, both 
be tax 
Tinsic 


active 
think 
han a 
might 


these 
man, 
more 
i out 
then 
(rov- 
ence, 
ily it 
, pre- 
start 


have 
s for 


age. 
| my 


reat 


lget. 
sing 
1€ Is 


ther 

the 
TOs- 
ard 


reat 
It 





633 


Mr. Yates. 1 think Mr. Williams will remember the discussion 
‘hat T had with Miss Perkins and Mr. Ramspeck on this line, and 
ve all agreed generally that age should not be a factor in considering 
, person's employment. The mistake 1 made at the time was 
wepting the type of amendment that was offered to me by the 
Civil Service Commission when they gave me the assurance that 
they would so interpret that language as not to permit age to be 
. factor in the employment. From what has happened now, after 
reading this, I regret that I accepted that amendment because what 
+ does, in so many words, is to say that the Civil Service Com- 
mission Shall not permit age to be a barrier, and it has the exception, 
“except in such time and in such form as the Civil Service may deter- 
mine.” We take the authority away from the Civil Service and we 
vive it back to them. We are right back where we started. I am 
ing to put in an appropriate provision in this legislation. 

Mr. Youne. I would hate to see that, actually, Mr. Yates, because 
| think for the kind of exception I have been talking about here, you 
yeed some flexibility and administration in the hands of the executive 
branch. I think an outright prohibition would be very difficult to 
administer, and I think that it would be unfair, either in the interest 
of good personnel management or the interest of the American tax- 
payer, 

Mr. Yates. The problem is so serious to my mind, not only with 
respect to the Federal Government but private industry as well, that 
a start must be made. 

Mr. Youna. Iagree. It isa very serious problem. 

Mr. Yates. Men over age 35 and women over age 30 cannot find 
employment in private industry, and now we find the Federal Gov- 
ernment keeping the same barriers. It seems to me the Federal Gov- 
ernment should set a better example. 

The Federal Government should take the lead in eliminating age 
harriers, eliminating age as a barrier to employment. Other quali- 
ications would be much more appropriate. 

I think, as I said before, the Federal Government has to take the 
lead in this field, and that was what prompted my previous action. 
If the Federal Government continues to bar all those who are older 
than 35 for this position, I think it is grossly unfair. I think it is 
unfair in private employment. I think it is much more unfair in 
Federal employment. 

Mr. Youne. I am not trying to argue with you, and I want to 
wderstand your feeling about this. Of course, this Commission has 
never reviewed this or acted upon it. Would you regard age as a 
sutability factor, for example, in an application for the Santee patrol ? 
_Mr. Yares. T do not know quite whatNis involved in the suitability 
factors. I do not know what was going on before when it was being 
liseussed. T can see where a person at age 55 or 60, who had had the 
experience of many years in the police service, or the FBI, who knew 
the background of police work, could be hired by the border patrol 
profitably, and for that reason I would think that age in itself would 
not be a determining factor. It is now a determining factor. You 
sty automatically he cannot possibly apply for the job. He may 
have 20 or 30 years of experiense which the border patrol might want 
to ~ in terms of giving him a supervisory position, or something 
ike that, 
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Mr, Macy. He would not*be barred from such supervisory or high 
level position. We are talking about the entrance position. 

Mr. Yates. Suppose they do hire him on an entrance position firg 

Mr. Macy. It would be poor utilization of his skill to start him jj 
over again. 

Mr. Yates. That depends upon the particular person. He may 
hale and hearty and strong. He may have another 10 or 15 yearn 
of active life. This provision should not be an exclusion. ¢ 


VETERANS FEDERAL EMPLOYMENT SERVICE 


Mr. Boranp. I notice in activity 1 you have a function, providing 
veterans’ Federal employment service, in which you have 29 positions 
What do those employees do? Where are they located ? 

Mr. Macy. We have in each of the 11 regional offices a veterans 
counseling representative on the staff of the regional director, and he 
is concerned with providing continuing contact with the veteran popu- 
lation to provide the means for informing veterans of their rights 
under the various statutes that relate to Federal employment. He 
really is serving as the Commission’s point of contact with the veteran, 

Mr. Botanp. Does the Veterans’ Administration have a similar 
service ? 

Mr. Macy. Their service would be in relation to their own benefits, 
the benefits under the Veterans’ Administration authority. The Con- 
mission representatives are concerned solely with Federal employment. 

Mr. Botanp. So the Veterans’ Administration representative would 
not be duplicating work that your employee would be doing in the 
regional office; is that correct? 

Mr. Macy. Yes, sir. 


CAREER-CONDITIONAL APPOINTMENT SYSTEM 


Mr. Botanp. I think the system that you have set up for a career 
conditional service is good, and I certainly want to congratulate you, 
Mr. Chairman, and the Civil Service Commission, for the job it has 
done. 

Mr. Young. In the bureau of programs and standards. 

Mr. Botanp. I think it has been a very difficult job in many ways, 
and I think that the decision to do it came only after a long study. 
It took, perhaps, a lot of courage upon the part of the Commission to 
do it. 

I am concerned about the 220,000 indefinite employees who were s- 
lected outside the competitive examining process. 

You stated these employees, these 220,000 indefinite employees who 
were selected outside the competitive examining process, will be given 
an opportunity to qualify for these appointments by competing 
examinations in the fiscal year 1955 and 1956. ; 

Will that competition be for anyone who files for that particular 
examination, or will it be competition limited to those within a par: 
ticular job—among the 220,000? Do you follow me? 

Mr. Macy. Yes. 

First of all, it will be competition with all people from the outside 
who file for examinations under the Commission’s regular examining 


program. 
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Mr. Botanp. That is the only place where I find any fault with the 

sonversion, the new system. I say I find fault with it because there 
are great number of the 220,000 who have been working for 2, 3, and 
{ years, some longer than that, and it seems to me they ought to be 
riven the opportunity to qualify for the position they occupy without 
competing with a lot of people who have not served the Federal Gov- 
ernment and who are not working on an indefinite basis. Is that 
possible ? 
* Mr. Macy. There is a further opportunity in the plan for that par- 
ticular group. As Chairman Young indicated at the bottof of page 
tof his opening statement, they have the privilege of filing for two 
examinations for which they are qualified, which are now closed to 
the general public. 

Mr. Boranp. For two examinations. When you say that, what do 
you mean 4 
Mr. Macy. If an indefinite in this group of 220,000 is eligible to file 
for accountant and auditor examinations that were closed to the gen- 
eral public but were still valid insofar as the Commission was con- 
cerned, he could file applications for each of those examinations and 
be graded. When he came within reach as a result of those examina- 
tions, he could be certified and could be appointed to either the career 
conditional category or the career category, depending upon his term 
of service. 

Mr. Boranp. How about the clerk, the typist, stenographer or 
machinist? Why cannot you do the same thing for those in that type 
of position ? 

Mr. Macy. They will file for open examinations of that kind. In 
fact, in most communities, because of the shortage of stenographers, 
typists and, to some extent, clerks, they should be very readily qualt- 
hed for certification back to the agency where they are employed. 

Mr. Boranp. Would not they have to take the regular examination 
ieompetition with anyone who files for the same position / 

Mr. Macy. That is correct. They will also have the same oppor- 
tunity to file for two appropriate examinations closed to the general] 
publie. 

Mr. Botanp. Why cannot you give them a measure of protection, 
those that have been working for 3 or 4 years, and perhaps longer / 
Why do you not allow them to take a closed examination for the par- 
ticular position they occupy ? 

Mr. Macy. The thinking behind that was we did not want to have 
the indefinite appointee in this category to have other than a valid 
competitive entry into the Federal service. A valid competitive entry 
can only be achieved through taking an examination, having the name 
placed upon the register, and being reached for certification. We did 
hot want to have any of the characteristics of blanketing in involved 
in this conversion program. 

Mr. Borann. I do not agree with the policy of blanketing them in 
isa general rule, but where you set up this particular system, I think 
there should be some consideration given to those who were given 
positions by virtue of a qualifying examination. I presume those who 
Were on the competitive register, when they were notified a job was 
wailable, told the job would be on an indefinite basis, and asked, “Will 
vou take it?” of course, thousands must have said “No.” They prob- 
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ably had jobs in other places and they thought their security would }, 
in danger with the result the list was exhausted and apparently you 
had to go outside the list. That is why you say they went to work 
for the Federal Government, even though they were just given 4 
qualifying examination, and have been working for some time. } 
would seem to me they should have a little more protection. 

I agree with the system. It is good. I think you are remedying 
a very serious defect in the Federal service. I, for one, practically 
agree with what you are trying to do, but I think i in this instance, | 

‘an see no objections to what I would like to have done also. It seen 
to me that equity dictates consideration for the indefinite employe 
who was not taken from a competitive register. 

Will you give some consideration to that problem, or have you 
given consideration and dismissed it 

Mr. Macy. We gave consideration to the problem at the time tle 
program was developed, and in view of a number of questions that 
have come to us since the effective date, the staff of the Commission ar 
in the process of reviewing it once again and making it available to 
the Commissioners for future consideration. 

Mr. Pures. In your general statement you use the words “dis- 
memberment insurance.” I never heard it used before. Is that a 
new technical use by the insurance companies ¢ 

Mr. Youna. It was my use to indicate there was a provision i 
there for dismemberment. 

Mr. Puittirs. What do you mean by “emergency measures to take 
care of future adjustments in Federal employment” ? 

Mr. Youna. That refers back to my informal statement with respect 
to the need for a system which could meet violent fluctuations in en- 
ployment, such as at the time of the Korean incident when the Whit- 
ten amendment was put in and all appointments were made indefinite 
and civil service permanent appointment rules were suspended. 


UNEMPLOYMENT INSURANCE FOR FEDERAL WORKERS 


Mr. Pris. Have you actually put into effect the program of 
benefits for Federal employ ees here, unemployment insurance? 

Mr. Youna. It went into effect the first of January. 

Mr. Puitwies. Have you had any cases so that you can tell how it 
is coming along? 

Mr. Youna. I have had no experience in it. The Department ot 
Labor would have the record. 

Mr. Prius. When you were reading the next to the last para- 
graph you asked to strike the words “fiscal year 1956.” Are we not 
talking about fiscal year 1956? Are we talking about the calendar 
year 1956? It reads: 


The President’s legislative program for the fiscal year 1956. 
Mr. Youne. These are current recommendations which I hope wil! 


be passed before June. However, they certainly would not take effect 
until after June 30. I was just ‘hoping for more immediate action. 
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FEDERAL EMPLOYMENT 


Mr. Puuurrs. You can always hope. I wonder, on page 3, what 
the Civil Service Commission means by “‘a steady decline.” 

You are down now to the number of 2,347,000. 

Mr. Youne. It has gone down steadily for the past 2 years. 

Mr. Pures. It has gone down only 222,000. 

Mr. YounG. Which is about 714 percent, and in terms of things 
we are interested in here, it is roughly $700 million worth. 

Mr. Puituipes. Let us not be satisfied with that. 

Mr. Youne. It represents progress. 

Mr. Puicures. I was not quite clear in following the espa 
where you continually refer to the competitive service. What is your 
area ! 

Mr. Younc. The competitive service is that part of Federal em- 
ployment administered by the Civil Service for which people gain 
entry through civil service procedures and examinations. 

Mr. Puiips. My other questions, I think, have all been answered, 
with regard to your general statement, except for this: Did you fur- 
nish the Members of Congress with a copy of the report on the retire- 
ment funds? The clerk thinks they were probably put to our credit 
inthe folding room. Were they / 

Mr. Tuomas. He istalking about the Kaplan report. 

Mr. Yates. I have never seen that. 

Mr. Youne. That was sent from the committee to Congress. It was 
not sent by the Civil Service Commission. 

Mr. Puinuies. Itis a Senate report ? 

Mr. YounG. It was sent to both Houses, I am sure. 

Mr. Tuomas. It was printed as an official document. 

Mr. Putiies. So far as you know, were these distributed ? 

Mr. Youne. I do not know. We had nothing to do with it. 


REVOLVING-FUND OPERATIONS 


Mr. Puitures. Tell me a little more about this revolving fund you 
spoke about in answering the chairman’s questions, where you had 
1311 employees, Mr. Macy. 

Mr. Macy. Yes, sir. 

Mr. Puitiies. What do you mean by the revolving fund ? 

_ Mr. Macy. The revolving fund was provided to finance full field 
investigations for other agencies. 

Mr. Puitiirs. We gave you the money to set up the fund, and you 
do the investigating and get the money back from the other agencies ? 

Mr. Macy, That is right. We bill the agencies. 

Mr. Puitiips. How about these 1,311 people assigned strictly to the 
revolving fund, whom you cannot use for any other purpose 

Mr. Macy. The 1,311 I mentioned are those whose work is paid for 
out of the revolving fund. 

Mr. Putiurps. Are you testifying that there is so much of this work 
that it takes the full-time employment all year of 1,311 people? 

Mr. Macy. As of December 31 it reached that figure. 
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Mr. Puiturrs. That seems like a lot; does it not? If you have a tota| 
of only 2,700 people, the number of people equivalent to 50 percent of 
your total personnel would be involved in the operation of this reyoly. 
ing fund. 

Mr. Macy. That is correct. We have a significant percentage of 
our personnel engaged in work under the revolving fund. 

Mr. Witurams. Not 50 percent, though. We have total employment 
of 4,100. 

Mr. Youna. It is 50 percent of the 2,700. I believe that is what Mr. 
Phillips said. 

Mr. Puiuies. It is half as many people as you have doing the rest 
of your work, leaving out the percentage. 

Mr. Youna. That is right. This investigations operation is a very 
large operation. ; 

Mr. Tuomas. That only covers the revolving fund, too. 

( Discussion off the record. ) 


CIVIL SERVICE JOB REGISTERS 


Mr. Puiuips. There is one thing which this committee has always 
been a little concerned about, and that is the giving of examinations 
and the creation of lists; whether all the lists you create are actually 
necessary. We have discussed that before. Did you want to put 
anything on the record as to the situation this year? 

Mr. Youne. You are talking about the registers? 

Mr. Puiuirs. It costs money. If the register does not move rapidly 
you have wasted that money, because the next time you try to fill posi- 
tions from it you practically have to start all over again. 

Mr. Youne. You are quite correct. It is a problem which has 
bothered me considerably from time to time, and which we have ex- 
amined quite carefully. You go to a great expense to the taxpayers 
to give an examination on a national basis and to set up a register, 
with many individuals on it, for jobs where there is very little turn- 
over, and then over an extended period of time the people on those 
registers are never going to get those jobs. When a vacancy does 
occur the register may be 3 years old, and you have to recanvass it in 
terms of the availability of the people on it. 

Mr. Putiurrs. You have stated the position very succinctly. What 
are you going to do about it? 

Mr. Youna. Well, really it is part of this whole problem of the re- 
lationship at the present time of what we call the competitive service 
area, where people gain entry through examinations, to the excepted 
service, schedules A, B, and C. One of our difficulties and one of 
the fallacies that we all fall into from time to time is thinking of 
this Government operation, thinking of the competitive service as the 
career service. Yet if you stop and analyze that, you see there 1s no 
career job except one that can ns filled by a competitive examination, 
which, of course, is a fallacy. 

Mr. Pures. I do not know how much you have actually done, 
but I think you are trying to work so that the career idea applies t0 
really the higher jobs, where there is an element of career involved, 
rather than the lower jobs, where it is just a job to which they come 
and go; is that correct? 
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Mr. Youne. That is correct. I would like to see the career concept 
applied to all positions which are truly career positions, regardless 
of the method of entry, so long as it conforms to the principles of the 
merit system and you get qualified people and have elements of com- 
petition in it. The fact that you may not fill it through an open, com- 
petitive examination, to my mind, is not the determining factor as to 
whether it is a career job or not. 


EXPENDITURE CONTROL BY THE BUREAU OF THE BUDGET 


Mr. Putuies. You said something about the Bureau of the Budget 
watching your expenditures closely. I think Mr. Macy probably 
said it. I am not sure whether you emphasized it more than you 
intended, or whether the Bureau of the Budget has extended its activi- 
ties. Is the Bureau of the Budget checking your actual expenditures 
more than it has done in previous years ? 

Mr. Macy. No, sir; there is no extension of the Bureau’s review or 
control. What we had in mind was the monthly report that is made 
tothe Bureau showing actual operating costs in relation to the appor- 
tioment of funds as approved by the Bureau. An indication is made 
there as to the level of expenditure ; the portion unobligated as a result 
of the Commission’s operations through the current period. This 
isno extension of past Bureau practice, but it ceratinly is a control 
they exercise through the budget process after the appropriation has 
been authorized by the Congress. 

Mr. WititamMs. That is not only a paper transaction, either, Mr. 
Phillips. It actually involves discussion between staff people on 
the Bureau and staff people on the Commission as to what that paper 
means. 

Mr. Puttiips. Do you have a still further check by GAO as to how 
you have spent your money, or a postaudit? You have a preaudit, if 
you can call it that, by the Bureau of the Budget, and you also have a 
continuing audit by the Bureau of the Budget; and do you have a 
postaudit by the GAO? 

Mr. Witu1ams. The GAO examines only as to the legality of 
purpose for which money is spent; not as to the effectiveness with 
which we spent it. 

Mr. Pumps. That is all, Mr. Chairman, except that I would like 
tocommend Mr. Yates for his line of questioning on suitability. I 
am encouraged to think that maybe the party of which my distin- 
guished friend, Mr. Yates, is a member, is going to concur with the 
party of which I am a very humble member in the future. 

Mr. Yares. We sometimes do. 

Mr. Putixips. I recall that a lot of positions in civil service in the 
last 20 years have been filled by people with direct consideration of 
their political affiliation, and then frozen into civil service. Am I 
nght? 

Mr. Yares. Are you talking to the chairman or to me? 

Mr. Prints. I'am talking to you. 

Mr. Yares. I willingly defer that to my chairman. I would say 
there is some dynamiting, going on now. 

Mr. Vursetx. I believe all the questions I had in mind have been 
pretty well covered. 
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ABILITY TO FIRE CIVIL-SERVICE EMPLOYEES 


We hear so often that it is so difficult to get rid of someone, oy +, 
separate him from civil service when you have determined that ; 
should be done. Is it as difficult as we read in the press sometimes 
or has there been anything done under the new administration ¢, 
make it less difficult ? 

Mr. Youne. Well, that is one of those questions to which the answe 
I am afraid is “yes” and “no.” 

The “yes” side is the figures which I referred to earlier of firiy, 
people at the rate of 1,400 or 1,500 a month for cause, or about 25,(4) 
a year, which certainly is a demonstration of the fact that people cay 
be separated from the Government for cause under the present exis 
ing laws, rules, and regulations. 

The real question is whether that is enough or whether you hay 
flexibility enough in terms of getting rid of people who may be in. 
efficient but not to the point where you can make charges stick in terns 
of firing them. That is always a difficult question to answer, 

Of course, we are bound basically by the law and by court decision 
as a result of the law and the regulations of the Commission in the 
past, which have been fairly restrictive and narrow in their interpre. 
tation. So it is difficult, there is no question about it, to fire a perso 
from Federal employment in comparison with the situation you have 
in private industry. It is not so easy in private industry, with some 
of the unions, either. 

TURNOVER RATE 


Mr. Vursett. Do you recruit about 294,000 people a year’ As! 
understand from your statement, that would be abont it for the Fed- 
eral employees. There is about a 15 percent turnover as agains 
1,962,000. I notice it is estimated that the new hire rate will average 
15 percent both this fiscal year and next year, which is approximately 
the same as it was for 1954, and for these employees in the competitive 
service will result in about 294,000 new hires to be made in each fiscal 
year. I was surprised to know that the turnover is that large. 

Mr. Young. Well, actually that turnover rate is lower than it has 
been in the past, and it is low compared with industry. 

Mr. Vursett. Then in fact, whether it is under suitability or 
whether it is under the security setup of the Executive order, yot 
have to hire a great many men and women. I take it that your early 
examination of suitability so to speak, must be different from the 
examination that would be held when one goes into a sensitive pos: 
tion. In other words, as has been said, one might make a good jan 
tor and he might have some marks against him, but yet you have to 
hire so many people that you let him come in the Government servic? 
as suitable for ordinary work. But then when he comes to a poill 
where he is in a security position, that is when you undertake—and | 
think very wisely so—a fuller investigation under the presidentiil 
order. Is that almost the preface of the result and the need for it! 
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Mr. Youne. Yes, I think you reflect what is quite accurate. We 
always have to remember that the security program is geared to the 
OM dividual in a particular job, and with the exception of where a per- 
that WM on is an out-and-out Communist and therefore a security risk be- 
et mesa oyse he is a Communist, regardless of what sort of job he is in— 
tion ta outside of that kind of a case it is the relationship between the individ- 
ual and the job which counts. 

7. The suitability determination on entrance, made by the Civil Serv- 
ss ice Commission, is on this question of whether or not he would make a 
E fin ood Federal employee generally. 

20,00 Vr Vorsect. In other words, it might be compared to people in 
ple ca business, Who make a success. They might have their own money 


eC, Or t 


t eXIS HM vested. You might have a person in the factory wheeling brick, 
and he might gamble a little at night or get drunk and talk a lot. How- 
nu have over, in selecting someone high in the personnel department to over- 
"be in. look and oversee the whole situation, or a bookkeeper, or someone who 
h Cernig jad a great responsibility in handling large amounts of cash, generally 
P. they would try to get a very trusted and reliable employee they are 
“CISIOISE cure of. So we apply somewhat the same policy in Government under 
10 the snother name. 
terpre Ml Mr. Young. That is correct, sir. 
perso: 
vu hav APPLICATION OF EXECUTIVE ORDER 10450 
h some 
Mr. Yares. Mr. Chairman, do I understand that Executive Order 
10450 apphes to all agencies of the Federal Government and to all 
eI positions in the Federal Government, regardless of the sensitivity of 









the position ¢ 
Mr. Youne. Yes, it covers all Federal employees in the executive 
branch. 


ie Fed- 
against 


es Mr. Yares. The next question I have is this: The Assistant Secre- 
matel tary of the Navy, Mr. Smit he time that he dismissed the sus- 

ave ar’ Navy, Mr. Smith, at the time that he dismissed the sus 
Gal pension in the Chasanow case said that the Department of Defense 
h fisea 


was revising its security regulations. Do you know whether or not 


6. that has been done yet ? 

it his Mr. Youne. I do not know to what extent they have revised their 
regulations since that case. 

lity ot Mr. Yares. I remember that he made that announcement. I won- 
er, YOURE dered whether or not there had been a new system placed in effect. 
r early That you do not know ? 

om. the Mr. Youne. No, I do not know. 

e posi- 

dd jan NONVETERAN CAREER EMPLOYEES 

have to 

service Mr. Botanp. This question has been bothering me, and I think it 
point has bothered a great many Members of Congress. 

—and | This relates to career employees who are not veterans. Have you 
dential given any thought to giving those particular employees any protec- 
rit! lion in view of the number of years they have worked for the Federal 


(overnment? As I understand it now, a veteran, who enjoys the 
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same grade and pay scale, the same classification, with the same tyr 
of performance, when there is a transfer or shift or bumping, gets ti, 
benefits, and of course the long-time career ee is the one who 
suffers. Has the Commission given any thought to giving the yop. 
veteran some protection and having some sort of break-off, 10 or jj 
years, where veterans would not be able to bump them ? 














Mr. Youne. We have given some thought to that problem, becays * 
your veterans’ situation is one which becomes increasingly serious . 
After all, the Veterans Preference Act was passed at a time whe 7 
veterans were a small minority of the total Federal population. | 30 
was to protect the interests of the minority. Today it is discriminat. RO 
ing against the minority, because veterans are in a majority, which ED 
was something it was never designed for in the first place. That js W 
the basic trouble. be 

I believe that the Hoover Commission recommendations have given A! 
consideration right to that point. It would involve changes in legis. ED 
lation, in the Veterans Preference Act, to carry out any proposal on it, 7 
It is an increasingly serious situation which will have to be dealt with, CU 

Mr. Bouanp. It is certainly serious to the long-time career en- GE 
ployee who is not a veteran and who is being shifted or bumped in ) 
many, many instances. us 

Mr. Youne. Surely. 10 

Mr. Botanp. There is quite a drive on by the Career Employees 3 2, 
Association now to establish some sort of fairness in relation to their J ,, 
rights so far as veterans are concerned. I know I have had a lot of 
complaints about it, and I assume other Members have, too. 

Mr. Tuomas. Thank you very much. It is always nice to do bus- 
ness with you. 

AVERAGE NUMBER OF EMPLOYEES — 

(The following information was submitted at the request of the Hi - 
Committee for insertion in the record :) ar 

Re 
Average man-years of employment, United States Civil Service Commission, fiscal Hq * 
years 1946-56 
a Ba 
Ur 
Salaries and 
expenses Revolving Total 
including re- fund oa 
imbursables 
ola (4 
Fiscal year: , 

Tic aicindnnanidsnnnsitiiiainectielis oimeubeubanttuipeliasihiuighidisbie 4,993 = 

1947___ 3, 562 3, if 

—-* 3, 758 i 

1949... 4, 041 ‘eS 

1950 3, 583 3, 583 

1951 3, 640 i” a 

1952 4, 082 = 

Did cota nsdighine teh sHeaaeet oobbkiemnameue She meaoraree 3, 535 4, 

1954 3, 077 io me 

NF nS ZA BL eek tee tale 1 2, 908 3,90 9 

III oe asin dxdds Hedsd tda a 13,150 4,001 3 
~— 

1 The detailed justifications for the Salaries and Expenses appropriation, by Activity, exclude reli 6 


bursable man years, and use rounded off direct obligations for Salaries and Expenses, i. e., 2,842 man-yess 
for fiscal year 1955, and 3,099 man-years for fiscal year 1956. 
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lot of 
SALARIES AND EXPENSES 
» busi- 
Amounts available for obligation 
(Balances for June 30, 1954, are as certified under sec. 1311, Public Law 663) 
1954 actual | 1955 estimate | 1956 estimate 
of the fg 
Appropriation or estimate.........-.--.----.----------------- $7, 4004000 | $6,544,400 | $6, 700, 000 
Reappropriation of prior year balance-.------------------------|-------- ae oes 150, 000 Ae ee eis 
Reimbursements from non-Federal sources- ------------------- | 3, 513 4, 900 4, 500 
1, fiscal Reimbursements from other accounts. --...-.----.--------.---- 288, 250 376, 475 | 183, 835 
Total available for obligation... --..--.---- Siesta 7, 691, 763 7, 075, 775 | 6, 888, 335 
fe iss Balance reappropriated for subsequent year_-.....-.-------.-- ah aca heater 
Unobligated balance, estimated savings---.......-------------- WT tadakco~ cewwaed RS Sere 
Total tt at nani eieeeeeaneen 7, 242, 743 | 7, 075, 775 | 6, 888, 335 
= | | 
lead anes ane from non-Federal sources above are from the proceeds of sale of personal property 
- 8. C. 481 (¢)). 
a Obligations by activities 
3, 738 
4, 41 
3, 583 Description 1954 actual | 1955 estimate} 1956estimate 
3, 640 sesidlhespaciatnamn pied lean casei lec iain 
4, 00 
4,977 Direct Obligations 
4, 432 2 
3,976 L Applied technical research and frequency allocation. -_---- $447, 576 $437, 090 $431,174 
4.051 We UNO Se oe so aa ccmin an cukoeeaadn 1, 383, 989 1, 243, 992 | 1, 205, 764 
: mae and special radio services........-.------------------ 743, 534 | 705, 735 | 724, 375 
“ ‘. oo engineering and monitoring. -..........--------------- 2,339,100 | 2, 259, 908 2, 269, 709 
de reim- * sca Rinse Din. cccnsseéxdcssseauaws 712, 655 | 726, 958 | 732, 022 
1an-years %. Executive, staff, and service...............-..---.---------- 1, 327, 639 | 1, 325, 617 1, 341, 456 














6, 704, 500 


Total diveebObiientieee. 220 oo- 2. oo occ enccccee | 6, 954, 493 6, 699, 300 
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Obligations by activities—Continued 













































































Description 1954 actual | 1955 estimate 1956 estimat, 
Obligations Payable Out of Reimbursements 
From Other Accounts 
| 
1. Applied technical research and frequency allocation _------.- 134, 840 | 142, 000 137,79 
DO oe ciininnicam idhsaiintacnenaeacadadtneaedoeibadiinaa 5, 000 5, 000 5. ap 
4. Field engineering and monitoring 115, 421 5O5, 690 |.5..... 
6. Executive, staff, and serviee....<..-.i<..2..-.-....2c2-2---- 32, 989 46, 875 i iis 
Total, obligations payable out of reimbursements from re 
GETIGP NORD aa ok icc ccnp anna ekienual 288, 250 376, 475 183, 83 
== —SSSSS. O»E -=—— SS | 
Cabins te si oc icnktientye adibakeecn eee 7, 242, 743 7, 075, 775 6, 888, 3% 
Obligation by objects 
Object classification 1954 actual 1955 estimate 11956 estimate 
Summary of Personal Services 
Total number of permanent positions_--_--........-.---------- } 1, 289 1, 245 1,18 
Average number of all employees. ----.---- -aeeeadetantcuaded 1, 122 1, 112 1, 059 
Num ber of employees at end of year--..-....-.--.------------ 1, 146 1, 050 1, 085 
Average salaries and grades: IS 
General schedule grades: fo 
I I bites witocs wukdacedcsecnnsdcsseenasews $5, 702 $5, 790 $5, 8) 
DVO OI 5<Ss ican neh SSeS ASE SG sca GS-8.3 GS-8.4 GS-85 he 
Personal service obligations: nye 
I IG si end wesons ctirteewkeecte $6, 323, 388 $6, 302, 365 $6, 127, 445 We 
Regular pay in excess of 52-week base.-_--_....-.---------- 24, 320 24, 510 23,790 
EROS GTS BONITO 5 os 65-0 nk ds oes SE 71, 995 70, 000 57, 60 
Total personal service obligations ---.-........--.--------- 6, 419, 703 6, 396, 875 6, 208, 835 
Direct Obligations 72 
01 Personal services.....-- wi sas inatcbodsats tadbltalen: tenes oti ale eat 6, 131, 453 6, 020, 400 6, 025, 000 to 
02 Travel___-. Tie i IE ee ee i ea aed 71, 210 65, 000 65, 000 
CR PRR Ol gs oa sic reson besaseossnetne 22, 373 15, 000 15, 000 pe 
ee RIC EER 165, 706 176, 000 185, 00 
OS ea Se ee Gen... ooo, hoo canwccconcets 51, 471 50, 800 50, 000 : 
06. Printing end reproduction ........<...........2000--0050-- 58, 162 29, 000 | 29, 000 $s] 
7 Other contractual services... .....-. cant a | 56, 621 104, 400 85, 400 by 
Services performed by other agencies____----..----.--- 111, 045 11, 100 24, 50 
OS I I as chien dis cic own niwesneo dsc 118, 186 114, 200 105, 000 tk 
Fre ita a Cnkn once ceetixebenancaeccessncncas 155, 056 108, 900 108, 50 
SD > SN Se Oni oh 8 CA cB an nin nce ccccstanaasuenees 13, 000 4, 000 11, 500 p 
i3 Refunds, awards, and indemnities---........-...-.------- 210 500 1) si 
Dobel Ginest OMe ONGS «ac cxcandan sone scdeivesvcdecséns 6, 954, 493 6, 699, 300 6, 704, 500 v 
Obligations Payable Out of Reimbursements From Other Accounts wr 
01 Personal services_----.- L dnbt hig GOR nesesidake wmiba pinned 288, 250 | 376, 475 183, 835 ; 
Obligations incurred.............--.-------------------- 7, 242, 743 | 7,075,775 | 6, 888,38 ; 
§ 
Analysis of expenditures 
(Balance for June 30, 1954, are as certified under sec. 1311, Public Law 663) q 
v 
| 
| 1954 actual | 1955 estimate | 1956 estimate v 
Obligated balance brought forward. __............------------ $212, 233 $394, 811 | ae i 
Obligations incurred during the year_.............-.-.---.---- 7, 242, 743 7,075,775 | 8 880, 
7, 454, 976 7, 470, 586 7, 17, 46 
Adjustment in obligations of prior years_-.-.........-.--.----- —2; 890 |.......-.-----|---------- 3 
aR ae een cee —291, 763 —381, 375 —188, t 
Obligated balance carried to certified claims account ---.--.-...-- E700 leonnenaaeosen=|-*-*"*- <a aii 
Obligated balance carried forward...............-------------- —394, 811 —289, 211); = —44,0 ( 
Matal CmpeOiMOn. ..... é- cs. decnd---nhecvesccodescessose 6, 756, 795 6,800,000 | 6, 530, 000 . 
ee | ] 
Expenditures are distributed as follows: 5 6s 00 ( 
Cut of cunvont anbberiemtions... «. ..- con nncccccccncdésccecccix 6, 567, 484 6, 446, 000 4, 268, 0 é 
ey ee ee er 189, 311 354, 000 | im ‘ 
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Mr. THomas. Gentlemen, will the committee please come to order. 
\ have before us this morning the Federal Communications Com- 
mission. We are certainly delighted to see so many of our old and 
jistinguished friends. We have the Chairman, Mr. McConnaughey : 
‘ommissioner Hyde; Commissioner Webster; Commissioner Hen- 
mock; Commissioner Bartley; Commissioner Lee; Mr. Allen, Chief 
Engineer; Mr. Norfleet, Chief Accountant; Mr. Baker, General Coun- 
|: Mr. Cowgill, Chief of the Common Carrier Bureau; Mr. White, 
‘hief of the Safety and Special Radio Services Bureau; Mr. Plum- 
mer, Chief of the Broadcast Bureau; Mr. Turner, Chief of the Field 
Engineering and Monitoring Bureau; I do not see Miss Morris, the 
ecretary. 

Mr. Cox. She is not here. 

Mr. Tuomas. Mr. Cunningham, the Chief Hearing Examiner, is 
here: and Mr. Fitzgerald, Chief of the Office of Opinions and Review; 
Mr. Cox, Executive Officer and Acting Budget Officer; and Mr. Bal- 
lard, Assistant Budget Officer. It is nice to see you all. 

This is perhaps one of the finest budgets I have ever seen. There 
ismore information in here than Carter has liver pills. A lot of ef- 
fort has gone into the compilation, but it is all in there and it is very 
helpful. 

Mr. Chairman, if you or any of your colleagues have any statements, 
ve will be glad to listen to you as long as you want to talk. 


08 estimate 


137, 7% 
5, 
“4h 


183, 835 

—=— 
6, 888, 335 
cy 
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estimate 


GENERAL STATEMENT OF CHAIRMAN McConNAUGHEY 





Mr. McConnaveney. Mr. Chairman, I have just a few comments 
6,025,00 HE to make, and with your permission I will submit for the record a pre- 

15,00 fam pared statement. 

ne As you know, I am new on the Federal Communications Commis- 
2,0 HM sion and much in the same position I was a year ago when I appeared 
2,30 fm before you as chairman of the Renegotiation Board. I had tin on 

is fg the Board 3 or 4 months when I came up here, and I am in the same 

11,8 Hi position now, having been on the Federal Communications Commis- 
——— @@ sion just 4 months. I hope I will be able to hold a job longer than a 
year in the future so that the next time I come here I will be able to 
go into the budget in an intelligent manner. 

18,85 77 Commissioner Hyde, who was Chairman of the Commission at the 
88,5 fae tine this budget was prepared, and my fellow Commissioners and the 
—_— 9 staff will attempt to answer questions. 

My only comments on this budget, as I see it from studying it a 
short period of time, relate principally to the increased workload 
which the Commission is having in its vitally important departments 
stimatt HA with a reduced number of employees. We have today 25 percent fewer 
sete employees than we had in 1950, and the workloads in the vitally 
‘83.35 fi “Oportant parts of the Commission have been increasing constantly. 

177, 5 Mr. Tomas. It seems to me you have learned fast. 

ae Mr. McConnaveney. As you gentlemen well know, the Congress 
nae basically is very much interested in getting television to the people 
4020 BB of the United States, and they place great emphasis on the Commis- 
0,00 HE Sion doing that work. I think the Commission has done a perfectly 
remarkable job in that regard. I can take no credit for it. About 
000 applications have been processed since May of 1952. Television 
__— §@ *plications of a competitive nature as of July were 204. At the 
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resent time there are 140. We expect to have that down to 104} 
une 30, 1955. 

The cases in hearing at the present time are what you might «jj 
the hard core cases, the more difficult cases. That is usually the cag 
that you have the hard core cases last, as evidenced by the fact that 
practically all the cases in the last few months have been appeala 
to the courts. We have long records, 8,000-, 9,000-, and 10,000-page 
records. I am only pointing this out because it means the Gener] 
Counsel’s office has considerably added burdens placed upon it. 

With reference to our present position, we have an appropriation, 
as you gentlemen know, for this year of $6,694,000. The budget which 
was given the Commission by the Bureau of the Budget for 1956 js 
$6,700,000. That provides for an average of about 1,030 employees, 
Under our present situation we are operating $126,000 in the red. 

Mr. Yates. As of what date? 


y 


NEED FOR A SUPPLEMENTAL APPROPRIATION 


Mr. McConnavenry. As of January 1. That means only one 
thing. With an appropriation of the kind we are under now, we have 
to do everything we know how to cut down and save money. For 
example, I pass upon every request for travel and I have been tun- 
ing them down right and left where they are actually needed. I have 
had all the Bureau heads in and have told them we had to cut down 
everywhere or have a“r.i. f.” A “r.i. f.” at the present time would be 
a very serious thing. We have to lose 40 people between now and June 
30 by attrition. If that does not happen we will have to have 1 or? 
payless days, and that is certainly not desirable. 

T can only say this, that with the requirements of television, which 
is the glamorous side of the picture, other very important bureaus and 
departments have to some extent been overworked, and in my opinion 
they are very vital. For example, we have only 103 people in the 
Common Carrier Bureau. In that Bureau you have all your inter- 
state telephone and telegraph 

Mr. Tuomas. Suppose you stay with your deficiency a moment 





© 


longer. Are you anticipating a deficiency of $130,000 ? 

Mr. McConnaveuey. We have a deficiency of $126,000 as of Jan- 
uary 1. 

Mr. Tuomas. Have you submitted that to the Bureau of the Budget! 

Mr. McConnaveuey. That is the projected deficiency. 

Mr. Tuomas. Have you contemplated requesting the Bureau of the 
Budget for a supplemental appropriation ? 

Mr. McConnaveuey. I talked to them, sir. 

Mr. Tuomas. What did they say? 

Mr. McConnaveuey. I asked if there was anything we could do 
about it, and they said the only thing they could see that we could 
do—I asked if we could not put in an application to take care of that. 
I do not know what you call it. Excuse me. 

Mr. Tuomas. That is all right. We understand what you are talk- 
ing about. 

Mr. McConnaucuey. They said, yes, we could do it, but by the time 
it was processed and we got before you folks it would be May and it 
would probably be too late for anything to be done about it. 





a 
~ 
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10 ais 
Bre Mr. Tuomas. In order not to have a deficiency of $126,000 you are 
rht call going to have to curtail the services of 40 people ? 


& Case, Mr. McConnavcuey. Yes; and that will curtail our services, cur- 
ct that tail our work. | 
pealed Mr. Tuomas. From which bureaus will these 40 people come ? 
"page Mr. McConnavcuey. I would say it would be spread pretty well 

over the entire Commission. We are not figuring on forcing 40 


atin people to go, but we figure attrition may take care of it. However, 
‘lation we cannot depend on that. I have told them by the Ist of April I 
Which want to know that they have gotten things in balance. They get 
L956 is some little help from other projects where money has been allocated, 
lovees and they get a little help by putting people to work on other projects 
red, for the Air Force and other services. 
Mr. Yates. Did you say you did not apply to the Bureau of the 
Budget for a supplemental appropriation ? 
Mr. McConnaveuey. I talked to them. 
Mr. Yates. You made no application ? 
Y one Mr. McConnavueuey. No. I talked to them and they did not think 
@ have it would do much good. They did not say they would not go along, 
For but they said by the time it would get through them and up to you 
turn- people it would be May. 
[ have Mr. Yates. I would say that was discouraging, but in view of the 
down picture you are painting here, certainly if I were chairman I would 
nid be file a request with the Bureau of the Budget. You are certainly 
| June presenting a discouraging picture. 
l or 2 Mr. McConnaveuey. It is not a happy picture. 
which SAFETY AND SPECIAL RADIO SERVICES 
S an 
seam I merely wanted to make a statement with reference to the other 
a the services. The Safety and Special Radio Services Bureau, for example, 
inter- is a department that has grown by leaps and bounds in reference to 
the applications that have been filed. At the end of 1954, we had 6,500 
ian applications pending. It is projected that we will have 21,000 pend- 
ing in that department by the end of fiscal year 1955 and 30,000 by the 
‘ton er\| of fiscal year 1956. That gives you an example of what is hap- 
peuing in the departments other than broadcast and television. The 
get! same thing applies to the Common Carrier Bureau, where you have 


increased responsibilities brought about by greatly increased invest- 
f the ments, and so on. 

If you will look at page 4 of the justifications you will get a pretty 
good idea what has happened since 1950. Employment has gone 
down and the chart shows workloads have gone up. 

7 i I think that is all I have to say, and I would like to turn the matter 
aii over to Commissioner Hyde. 

hat. Mr. Tuomas. That was a very nice statement, Mr. Chairman. We 
— Sie, say to hear —_ you, Commissioner Hyde. 

- Mr. MCCONNAUGHEY. May I put i P 7 pe ate- 
alk sin: Mee edioneet y I put in the record my prepared state 
= Mr. Tuomas. Yes. 

dit (The statement referred to is as follows :) 
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STATEMENT OF GEORGE C, MCCONNAUGHEY, CHAIRMAN OF FEDERAL 
COMMUNICATIONS COMMISSION 


Mr. Chairman and members of the committee, it is an honor to appear befor 
you today and discuss with you the programs, problems, and 1956 budgetary Dro- 
posals of the Federal Communications Commission. This is my second appegy. 
ance before your committee. As you will recall, last year at about this time i 
was my privilege to present to you the 1955 budget of the Renegotiation Boar 
You will remember, too, that when I was here last year I had been a member o 
the Renegotiation Board less than 3 months. This year, I find myself in almoy 
the same situation. I was appointed to the Federal Communications Commissiq, 
this past October, succeeding Commissioner George E. Sterling, who retired 
September 30. 

If I may, Mr. Chairman, I would like to give you a general picture of oy 
budget, some conclusions which I have formed in my few months at the Feder) 
Communications Commission, and then ask Commissioner Rosel Hyde, assistoj 
by the other Commissioners here today, to coordinate the balance of our prese. 
tation, 

First, I would like to give you the figures on our recent appropriations and our 
estimate for 1956. For 1954 our appropriation was $7,400,000. For 1955 we have 
$6,694,400. For 1956 we are requesting $6,700,000. Let me put that in terms of 
numbers of employees. In 1954 we had an average strength of 1,075 employees 
In the current year our appropriation will finance an average of 1,042. For 19% 
our budget estimates provide for an average of only 1,030 employees. 

Mr. Chairman, I had been with the Federal Communications Commission only 
a very few weeks when I came to realize the tremendous scope and complexity 
of the programs which under law the Commission is expected to perform. To 
often we tend to think simply of the Commission as the organization which 
licenses radio and television stations for our edification and enjoyment. Actually, 
of course, the Commission’s responsibilities are a great deal more vital than that 
and have an important bearing upon the Nation’s economic well-being and our 
American way of life. Our great economic system and American institutions 
and traditions depend upon the healthy development and growth of all means of 
communications, and it is the Commission’s responsibility to see to it that this 
growth and development is nurtured along the lines laid down in laws enacted 
by the Congress of the United States. 

I have also been tremendously impressed by another set of facts which go 
along with this picture I have just tried to describe. While the Commission's 
problems and workloads have been increasing in number, magnitude, and com- 
plexity, the staff available to the Commission has been declining steadily. Our 
staff is numerically at its lowest level since before World War II and, under the 
appropriation available this year, we must lose many more employees by June 3). 

At the end of 1948 we had 1,348 employees. At the low point in 1953 we were 
down to 1,070. Under special funds made available in 1954 we staffed up to 
1,115. Weare now down to 1,036 and must drop to about 996 by June 30. These 
figures exclude a few employees engaged in reimbursable projects. 

This apparently inconsistent situation raises the question as to how the Con- 
mission has been able to handle its work. The answer is twofold: First, we 
have simplified procedures and curtailed or eliminated activities and opera 
tions. Paperwork has been streamlined and organizational and procedural in- 
provements have been instituted so that the small available staff could turn out 
the maximum amount of work. On top of this is the fact, which I have ob 
served at firsthand, that the employees of the Federal Communications Commis 
sion are mighty diligent and extremely hard working folks. 

In order to underline my statement that the Commission has been and is hard 
up for money, I would like to give you 1 or 2 illustrations of the measures We 
have been taking in order to cut down on expenses. Some time ago the Commis 
sion established a requirement that every single proposed trip by a Commissi0l 
employee in Washington had to be justified in writing and approved personally 
by the Chairman of the Commission before the trip could be undertaken. be 
cause of our money situation I have had to disapprove many trips even when 
they would be exceedingly worthwhile in the conduct of the Commission's p' 
gram and to the public the Commission serves. 

Another example—to make possible our field inspection, monitoring, and allied 
operations, we require about 120 automotive vehicles. In our rigid economy 
program we plan to use only about 25 percent of our allowance for replace 
ment of vehicles. 








r before 
Ary pro- 
appear. 
time it 
| Board, 
mber of 
| almost 
Mission 
tired on 


- of our 
Federal 
assisted 

presen- 


and our 
we have 
erms of 
ployees, 
‘or 1956 
on only 
iplexity 
n. Tw 
| Which 
ctually, 
an that 
ind our 
itutions 
eans of 
iat this 
enacted 


hich go 
ission’s 
1d conm- 
y. Our 
der the 
‘une 30, 
"e were 
| up to 

These 


1e Con- 
rst, we 

opera: 
ral im- 
arn out 
ave ob- 
ommis 


is hard 
res we 
ommis 
mission 
sonally 
n. Be 
1 when 


1's pro- 


1 allied 
-onomy 
‘eplace- 





649 


Now, Mr. Chairman, if I may, I would like to make a few remarks about each 
of the big program areas of the Commission’s responsibility before asking my 
fellow Commissioners and the staff to take over. Basic to all of the Commis- 
sion's programs is that group of activities which we call applied technical re- 
search and frequency allocation. As you can readily appreciate, there are ex- 
tremely complicated technical problems involved in our work. To gather and 
study radio-propagation information and to advise the Commission with respect 
to the utilization of the radio spectrum, we have a small staff of 21 employees 
in the Technical Research Division. Our laboratory, which has only 14 em- 
ployees, makes engineering tests and studies of various pieces of technical equip- 
ment and transmission systems and advises the Commission with respect to 
such matters. 

The other half of this category of activities we call frequency allocation work. 
This involves keeping detailed and exact records of the assignments and uses 
of frequencies and notifying the international agency of our frequency assign- 
ments in this country, in order to protect the user and the public from interfer- 
ence or conflict by foreign users. As the number of users of radio frequencies 
have increased throughout the world, the problems and work involved in this 
operation have increased tremendously. It is vital to this country and to present 
and prospective users of radio frequencies that technical research and frequency 
allocation work be done properly and promptly. However, here too, staff avail- 
able for this work has steadily declined 

With respect to the broadcast field, I would like to make several remarks 
although I know that later in this hearing you will want to go into this subject 
thoroughly. With respect to television, we believe the facts will show that we 
have successfully accomplished one very important phase of the workload 
brought about by the lifting of the “freeze” and the subsequent flood of applica- 
tions. However, there is still a tremendous amount of work to do in this field. 
Many difficult cases still are ahead of us and the work will continue to be very 
heavy. One example—although so-called subscription TV has already caused 
us considerable work, hearings and subsequent studies will require a great 
deal of staff time in 1956. 

In standard broadcast backlogs have begun to build up again, bringing to mind 
the large backlogs and long delays of several years ago. I call attention to the 
fact that we cut back our total broadcast manpower requirements drastically 
in 1955 and estimate a still further reduction in 1956. 

In the safety and special uses of radio, we are in substantially the same general 
situation as in television. Two years ago, we faced an overwhelming backlog 
and funds were made available to build up our staff in order to relieve the situa- 
tion. Last year were were able to become just about current in our application 
processing work and we entered the present year in reasonably good condition. 
The tight appropriation situation this year, however, will leave us with a very 
heavy backlog to enter fiscal year 1956. 

In addition to the fact of increasing workloads and rising backlogs, there is 
also the important fact that problems are becoming much more complex in this 
feld as the number of licensees increases. Keeping our rules in step with 
progress in these dynamic services is a constant problem but adequate staff work 
in rule-making is vital to orderly and efficient discharge of our responsibilities. 
Although we face rising backlogs and ever more difficult problems in these serv- 
ices, We are budgeting a still further reduction in personnel for 1956. To handle 
these problems and to keep backlogs from getting out of hand, we must have, 
and will do all we ean to achieve, further increases in efficiency and productivity. 

Approximately one-third of the Commission’s staff is engaged in field engi- 
neering and monitoring activities which consist primarily of inspection of fa- 
cilities and operations of Commission licensees, monitoring the radio spectrum, 
and giving operator examinations. The purpose of the first two activities is to 
determine whether licensees are observing the conditions under which their 
licenses were granted and to locate clandestine stations and sources of inter- 
ference to authorized operations. We must keep order among users of the radio 
spectrum. Interference must be reduced and held to a minimum. Those seg- 
ments of the Commission’s program having to do with the granting of licenses 
attempt to work out the maximum possible use of the radio spectrum in terms of 
rules and conditions of licenses. It is the purpose of our field staff to achieve 
and preserve order in the uses of radio frequencies by inspections and moni- 
toring. The value of this part of the Commission’s program cannot be over- 
emphasized. Here also we have made every effort to reduce our staff and still 
do the necessary job. The simple fact is, however, we are able to do only a 
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small part of the inspection job and our spectrum monitoring has been congjq. 
erably curtailed in recent years. With the staff budgeted, we hope to be able t, 
keep up with the most critical situations. 7 

As I have indicated, the field staff of the Commission gives examinations 
for the many classes of operators who must be licensed. Last year 70,000 
operator examinations were given. This is a major operation and reqnires , 
considerable portion of the time of the Commission’s field staff. It is, however 
absolutely necessary work which cannot be further reduced in the interest of 
the Nation and the industry. 

With respect to our common carrier regulatory responsibilities, I want ) 
make two brief observations. Those of you who have had contact with oy 
communications common carriers in any regulatory proceeding will appreciate 
the fact that the telephone and telegraph businesses are extremely large anq 
complicated. And they are staged with adequate numbers of extremely cop. 
petent professional people. I think I can give a pretty good picture of the 
problems facing FCC by pointing to the simple fact that to handle Federg) 
regulatory problems in interstate and international telephone and telegraph 
communications, we have a staff of only 103 people. In this area, as in most 
of the other functions of the Commission, the number of employees available 
under the appropriations have been reduced steadily for the past few years, 
In 1955 we are able to finance the same number that we had in 1954 and we are 
requesting funds for continuation of the same number in 1956. It is my strong 
conviction that we cannot be expected to do even a passable job in this field 
with any further reduction in personnel. 

The remaining category is executive, staff, and service activity. This includes 
the Offices of the Commissioners, Administration, Chief Engineer, General Coun- 
sel, Reports and Information, Chief Accountant, and the Commission’s Secretary. 
These units provide not only the central service functions of the Commission but 
also include the top policymaking and technical advisory personnel. The only 
significant increase in this category is for the Office of the General Counsel 
which has been faced with very substantial increases in litigation work in the 
last year or so. In the current year, we have had to increase the size of the 
General Counsel’s staff and further expansion early next year will also be 
necessary to keep pace with increasing litigation. This increase stems primarily 
from the fact that practically all unsuccessful applicants for TV stations carry 
their cases to the courts. Apparently they feel that they have already spent 
so many thousands of dollars that they might as well spend the relatively small 
additional amount necessary to get another chance in the courts. Actually 
6 of the first 8 unsuccessful applicants have taken their case to the courts. 

I think that I should bring to your attention the fact that a tremendous 
amount of the Commission’s time, especially at top levels, is required on matters 
of a vital nature to the defense of this Nation. Most of these are things which 
could not be spelled out quantitatively in any budget but we had better all be 
cognizant of this situation. “Penny wise and pound foolish” is certainly aj- 
plicable in this sphere of activities of the FCC. 

Earlier I mentioned that we are now down to 1,036 employees and indicated 
that we must lose another 40 over the next 4 months in order to live within 
available funds. Not only does this pose the extremely difficult problem as 
to how we can keep up with the work, but it also raises knotty administrative 
problems. At this point in the year a reduction-in-force would be disastrous. 
But attrition might not be sufficient to resolve our problem. We therefore 
must fact the prospect of 1 or 2 payless days in June for all hands. This is 
not a satisfactory situation but it may be the only feasible alternative. — 

That, Mr. Chairman and members of the committee, is the overall picture 
as I have come to see it during my 4 months at the Commission. We will, of 
course, do all we can to answer your questions. 


Mr. Tuomas. Go right ahead, Commissioner Hyde. 


STATEMENT OF COMMISSIONER Hype 


Mr. Hype. Chairman Thomas, since you asked me if I had any- 
thing to say at this point, I would just say this, that in approaching 
the preparation of this budget we called in all our key personnel, that 
is, the chiefs of the various bureaus and the other staff members such 
as the General Counsel, to consider the probable workload of the Cou 
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mission for fiscal year 1956 and to outline the scope of a budget that 
vould be appropriate for the activities that we can anticipate within 
the general policies that have been laid down, which are, as you know, 
designed to avoid spending any more money than is necessary to 
carry on essentials. 

This budget was prepared carefully and does not contain a nickel 
of funds beyond what would be required, in our judgment. I think 
an examination of it will show that it is very tight budget and that 
t will take very careful management for the Commission to provide 
the services which it is designed by Congress to provide within these 
limits. So I trust the committee will find that we need the money that 
isasked for here. 

Mr. Tuomas. Mr. Hyde, if my memory serves me correctly, for the 

last 3 successive years the Commission itself more or less anticipated 
a falling off in its workload, particularly in new applications in the 
field of radio. I think the committee was of that opinion, that it 
would fall off, and I think we based that more or less upon some of 
your thinking. Is that correct ? 
’ Mr. Hype. I believe we are not in full agreement on that. We did 
expect that the peak load of applications would taper off, as it has. 
I believe you are also referring to the fact that in a previous appear- 
ance we had a terrific backlog in the Safety and Special Radio Services 
Bureau. 

Mr. Tuomas. I think I am correct that we were of the opinion the 
applications would fall off when, as a matter of fact, they have not 
fallen off appreciably. Is that right? 

Mr. Hype. That is right in general, but the situation is this: In 
television we expect 

Mr. Tuomas. I am not talking about television. You did not ex- 
pect that in television or special services but you did in radio. The 
filings have been fairly steady, have they not? 

Mr. Hype. Yes. We may have given the impression there would 
be fewer applications because the Commission wanted to reduce the 
number of papers in a single filing. But the Safety and Special 
Radio Services Bureau is a field of growth and continuing develop- 
ment. There is an increasing demand of industrial people and trans- 
portation people for added facilities. We did have a tremendous 
backlog on a previous appearance here and we expected that once we 
had processed that backlog we would be in better shape. 





USE OF FUNDS TO REDUCE BACKLOGS 


Mr. Toomas. In 1954, as I recall, you were given approximately 
$500,000 over and above the budget and you only used $350,000 of it. 
Is that correct? ; 

Mr. Hype. As a matter of fact we did not use the full amount that 
was appropriated. 

Mr. Toomas. You used $350,000 of a round figure of half a million ? 

Mr. Hyper. I do not want to seem to disagree with you because in 
general we had those funds and we had about $440,000 that was not 
actually used. We still were able to reduce the backlog that was em- 
wrassing to us and giving concern to the committee, and we were 
able to largely reduce the backlog: on television applications. We did 
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not, however, spend the full amount of the additional funds that wer 
earmarked for us in 1954. 

Mr. THomas. You spent about $350,000 of it? 

Mr. Cox. We turned back about $449,000. 

_ Mr. Tomas. What was the total amount over and above the 
budget ? 

Mr. Hype. $300,000 as I recall. 

Mr. Cox. Congress increased the President’s budget in the amount 
of $300,000. However, you did increase the amounts earmarked for 
those specific purposes more than $300,000, which indicated we were 
to take amounts over $300,000 out of other functions. 

Mr. Tuomas. Go ahead. 

Mr. Hyver. I had nothing else to say. 

Mr. Tuomas. Does any other Commissioner have anything to say! 

Mr. McConnavueguey. | think Commissioner Webster has some- 
ting to say. 

r. THomas. We will be glad to hear you, Commissioner Webster, 


STATEMENT OF COMMISSIONER WEBSTER 


Mr. Weesrer. I would like to comment on one matter Mr. Hyde 
mentioned, and that was the turning back of certain funds in one of 
the years. I would like to point out that the problems that we were 
faced with during that year have gone over into this year. That is, 
the backlog we were faced with went over into this year because we 
were not able to do all the processing during the year we had the addi- 
tional funds. The reason we feel we have to cut back in order to come 
out at the end of the year without a deficiency is because these cases 
have slopped over into this year, and it has placed a terrific burden 
on us this year to do the work we thought we were going to do last 
year. I want to make that plain, that the money that was given to 
us, the money that we turned back, had we had it this year, we would 
have done better with that money this year, but it went off on June 3) 
and we could not use it this year and we are backed up with these 
cases and have had to take money from other objects. 

Mr. Tuomas. As I remember no request was made last year to carry 
that $150,000 forward. 

Mr. Hype. $150,000 was marked as reappropriated or carried for- 
ward, but the full amount of our appropriation was still maintained 
at $6,694,400. 

Mr. Tuomas. Off the record. 

( Discussion off the record.) 

Mr. Hype. We would have been distressed if the budget of $6,6%,- 
400 had been reduced another $150,000. 

Mr. Tuomas. Without pinpointing, address yourself to the general 
subject of the amount you are requesting this year and relate that to 
your backlog in your two big bureaus where you are constantly 10 
touch with John Public, namely, broadcast, special services, and to 
some extent common carriers. ' 

Mr. Wesster. I wanted to follow behind Commissioner Hyde 1n 
what he said, because I might have forgotten later on. 

I have very little to say in regard to details in this budget. It 
would take a long time for me to go through the details and point out 
things that I have in mind. But 1 would like to make this statement: 
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t Were Mr. Tuomas. Take your time and do it. That is what we are here 
' oF. a 

Mr. Wesster. I have been a Commissioner for 8 years. I was on 
the staff for about 8 years. I served with the Coast Guard for many 
years and I have been coming up to these committees for the last 25 


ve the os : 
or 30 years, and this is the first time in my experience I really feel 
frustrated in the work that I am doing. I do not feel that this Com- 
mount mission is giving the service to the re that they deserve when I 
ed for read the Communications Act and see what responsibilities are placed 
> were upon Us. : ; , Ate 
[am a good soldier and when higher authority makes a decision, I 
carry it out. The President has submitted a budget, and when Con- 
gress approves a budget for us I carry it out to the best of my ability, 
) say! suided by what I regard may be the philosophy of Congress in giving 


some- themoney. If I cannot do all the job, I say, “I am sorry I cannot do 
it but Congress has set that as a policy,” and I do not do it. But I 

bster, have a feeling that budgetary officers—— 
Mr. Tuomas. Let us pinpoint your frustration. In what field are 


you frustrated ? 


Hyde PROBLEMS OF SAFETY AND SPECIAL RADIO SERVICES BUREAU 
n 
Bs Mr. Werster. In every one of them. I will pinpoiit particularly 
at is, the Safety and Special Radio Services Bureau. 
e we Mr. Tuomas. That is a very important subject, the one John Pub- 
rddi- lic is touched by every day. 
come Mr. Wesster. I feel that with the growth of the use of radio by 
~Ases the public—and I mean by industry, manufacturers, and all the people 
rden in this country that want to use radio—we are in for a tremendous 
. last increase in its use. 
on to Mr. Tuomas. You anticipate 180,000 applications in fiseal year 
ould 1956; is that right? 
1¢ 30 Mr. Werster. Applications are not the measure entirely of this 
hese budget. 
Mr. Tuomas. Of course the work grows out of applications. If 
arry they do not file applications you do not have to consider them, do you? 
Mr. Werster. If I might be permitted to explain, the budgetary 
for- officers I have dealt with over the years have the habit of taking the 
ined number of pieces of paper that flow into an organization and multiply- 
ing that by some figure and coming out with a figure. Applications 
are not the entire problem. There is a tremendous problem of plan- 
ning as to how these various demands can be fitted into the radio spec- 
04, trum and into the rules and into the regulations. It took 2 years 
for this Commission to come forward with proposed regulations in 
eral regard to special services. I think it is terrible to have industry 
t to wait that long, but we could not help it. Every member of the staff 
y in was busy and it meant attempting to get applications through and at 
1 to the same time trying to study the problem to see how this new demand 
could be fitted in. You cannot take the number of pieces of paper and 
>in nultiply it by some sum and come up with the budget. ‘There must be 
planning work. The planning work takes time. When I was a 
It member of the staff it took me a great deal of time to plan. It sounds 
out funny, but that is the situation. You cannot make a decision over- 


nt: night as to how you will fit a new demand. 








654 


The other day the Manufacturers Association came in. They have 
a thick brochure, a petition, a demand, that they be permited to op. 
erate in the FM band. That is not something you can laugh off or say 
“ves” or “no” to overnight. That will take a great deal of time and 
study by people on the staff and they will have to bring the results of 
their study to me because I have not time as a Commissioner to study 
it hour after hour and interview these people and all that. ; 

That is only one illustration of what we are faced with. That wil] 
take time and I told the representative of the Manufacturers Associa- 
tion yesterday that in my opinion it would be a year before they would 
get any answer out of that problem. I just give that as an illustra- 
tion of the planning work that has to be done. 

In my opinion we are going to be faced with a tremendous increase 
over the next 2 or 3 or 5 years in demands. The demands in this coun- 
try are building up daily for the use of radio as the equipment becomes 
cheaper and more automatic, easier to operate. You are going to 
have smaller pieces of equipment and simpler designs. I anticipate 
there will be over 1 million transmitters operating in this country in 
a very short while. So I think this Commission is going to be faced 
with a tremendous regulatory problem. 


WORK DONE FOR OFFICE OF DEFENSE MOBILIZATION 


In other fields we are involved in the defense and security problems, 
We are working very closely with the Office of Defense Mobilization. 
Their job is to plan, and their policy is to call on the agencies to help 
them plan. They do not have the organization to do their own plan- 
ning. The President has apparently said to ODM to make use of 
the agencies. When it comes to communications, they are making 
use of us. We are working with them daily. We have people over 
there assisting them. We are going to be called upon to make some of 
the plans. We have already been called upon to make plans in the 
area of priority of messages should an emergency come on us tomor- 
row, so that we will have a system of priority of messages over the 
common carrier systems of the country. That is only one problem 
which is taking the time of our personnel, and which is not reflected 
in this budget. People are being taken off their regular work and 
assigned to this planning work. 

Mr. Tuomas. In that particular field you are talking about—long- 
distance telephone lines and Western Union ? 

Mr. Wesster. In that particular field it is the common carriers, 
Western Union, the telephone and international carriers, a system like 
we had during the last war of priority of messages. When the lines 
go out and the bombs begin to fall you have to have some priority. 

Mr. Tuomas. ODM has been planning on that for about 5 years. 
How long will it take them to finish it up ? 

Mr. Wesster. I do not think they did any work on it. We started 
about 6 months ago. That work was delegated to us because we are 
ae a agency to do it. 

Mr. Tomas. I agree with you on that. I think we ought to take 
ODM’s money and give it to you. 

Mr. Wesster. I attempted to explain that the President’s policy, or 
the ODM’s policy, is not to create an organization within ODM. They 
are the coordinators only and my understanding is they are to call 
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» all the agencies to assist in the planning. I am not saying we are 
the only ones. I am sure there are other agencies that have the same 


»roblem we have. 
COMMON CARRIER BUREAU 


Mr, Toomas. How much more money do you need for the Common 
Carrier Bureau than has been budgeted for you for the next fiscal 
year ! 

"Mr. Werster. To do that kind of work? 

Mr. Tuomas. To do what you have just stated you should do. 

Mr. Wessrer. I have not figured that out. I came up here with the 
budget given us by the Bureau of the Budget and I did not come up 
thinking I could ask for more. 

Mr. Tuomas. Do you mind expressing an opinion, since we ask you 
for it? 

Mr. Weesrer. I would have to figure that out. I would have to 
figure out the number of people who will be employed on that and add 
itup. It would not be difficult to do. 

Mr. Tuomas. Give us a horseback figure, so to speak. 

Mr. Cox. Would the figure we submitted to the Bureau of the 
Budget be of assistance ? 

Mr. Wessrer. Yes. What did we submit to the Bureau of the 
Budget ? 

Mr. Cox. We asked for $799,573 for Personnel services for the 
common carrier function. 

Mr. Tuomas. How much ? 

Mr. Cox. $799,573. This budget carries $702,947 for the common 
carrier function. 

Mr. Tuomas. Your table on page 31 shows $680,000. 

Mr. Cox. The table on page 31 is personal services for the Common 
Carrier Bureau only. 

Mr. Wenster. The figure that has been given does include more 
than the Common Carrier Bureau, if I am not mistaken. 

Mr. Cox. $799,573 is common carrier activities. 

Mr. Wepster. We are working with ODM on problems that are 
not all common carrier. We are looking into all phases of the com- 
munications problem. 

Mr. Tuomas. He is talking about personnel load now. $680,000 is 
your figure and not mine. 

Mr. Cox. $680,000 is the Common Carrier Bureau itself. 
Mr. Wepster. ODM has organized committees and we are serving 
on those committees, and we have people who are practically full time 
working on those. That takes away from something else. 

Mr. McConnaucuey. That is since this budget? 

Mr. Wesster. That is since this budget. I am only trying to point 
out that I would take this budget and do the best job I could. 

Mr. Toomas. Are you the senior member of the Commission ? 
Mr. Werster. No. 

Mr. Toomas. Who is? 

Mr. Wensrer. Mr. Hyde is. 

Mr. Tuomas. Off the record. 

(Discussion off the record.) 

Mr. Tuomas. Go ahead. 
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Mr. Wesster. I do not know that I can go into any more specific 
figures. I wanted to give to you my personal opinion that the Com. 
mission is not giving to the industry and to the people what I think 
is the service that they deserve. 

Mr. Tomas. What'you have said boils down to the fact you feel the 
Common Carrier Bureau is $120,000 short of what it ought to have ani 
you would use that additional money on planning ? 

Mr. Wepster. Yes; but we have aie going on in other branches 
of the Commission. 

Mr. Tuomas. We are just talking about the Common Carrier By. 
reau. Is there anything else involved in that particular Bureau other 
than planning? Have you got any permanent backlog in the way of 
applications or extensions or modifications ? 


COMMISSION’S NEED FOR INFORMATION 


Mr. Wesster. I will say this, and I think this has been told to you 
time and time again, gentlemen, we do not have all of the information 
that I think is appropriate for a body to discuss rates of the American 
Telephone & Telegraph Co. I think when Commissioner Wayne Coy 
was here he used to tell you that every year. We do the best we can 
with the information that our limited staff can collect, and they get 
most of the information they get from the company itself. 

Mr. Tuomas. I notice here in the justifications that within the near 
future the common carriers are going to seek a revenue increase to the 
tune of, what is that figure, $900 million ? 

Telephone earnings trends indicate that further substantial increases in rates 
may be necessary in $900 million a year interstate message toll business. 

Rates for carrying TV programs, monochrome and color, expected 
to require extensive hearings—annual revenues amount to $30 million. 
Is that an increase over existing rates? 

Mr. Cowen. That shows the rate at which the industry is growing, 
Mr. Chairman, in revenue, year by year. That is not the increase in 
existing rates. 

Mr. THomas. It states here, on page 129: 

Telephone earnings trends indicate that further substantial increases in rates 
may be necessary in $900 million a year interstate message toll business. 

$900 million is the annual revenue in long-line tolls. That sentence, 
to me, is very ambiguous. It is not clear to me. 

I presume that $900 million is the rate a year. How much of an 
increase in rates do you think that they are going to seek? 

Mr. Wesster. You are always faced with substantial increases in 
rates in this business. 


APPLICATIONS FOR RATE INCREASES 


Mr. Tuomas. Do you have any applications pending before you nov 
for increases in rates ? 

Mr. Wesster. I do not think so at the moment, Mr. Chairmal, 
but you always know that someday, somewhere, somebody is goimg 
to ask for an increase in rates, so you can well anticipate that the 
telephone company is going to ask for an increase in rates. They 
are already doing that around the country, in the States, and I know 
they are in various places. 








Specific 
=) Com. 
L think 


‘eel the 
Ve and 


anches 


er Bu- 
1 other 
Way of 


to you 
nation 
erican 
1e Coy 
ve can 
ey get 


e@ near 
to the 


n rates 


rected 
illion. 


wing, 


ase il 


1 rates 
tence, 
of an 


ses in 


1 now 


‘mall, 
yong 
t the 
They 
know 





657 


My point is that we should be kept current with what is going 
on so that when they do ask for an increase of rates we know some- 
‘hing about the situation. 

We have very little information on their practices, and practices 
could have an influence on their rates. If they are carrying on prac- 
tices that are detrimental to the operation of their system, and that 
would cause higher rates, I think we should know about it. I think 
that any regulatory body should have sufficient informaton to do that. 

I think that some of our international carriers have already asked 
for rate Increases. 

Mr. Cowemu. The international carriers are asking for rate in- 
creases, and we have a request pending from Western Union’s domes- 
tic portion of the international haul. We have two fairly large-sized 
rate cases just ahead of us, Mr. Chairman. 

Mr. Tuomas. There is no question that the industry has expanded 
in the last 10 years, and that it will keep on increasing. 


NUMBER OF EMPLOYEES IN COMMON CARRIER BUREAU 


You have a setup of 105 employees in 1956. Tell me how many 
employees you had in the Bureau from 1946 right on down to date. 
Who has that information ¢ 

Mr. Wesster. Naturally, we have also this problem of the broad- 
casting programs. 

Mr. Tuomas. Let us stay with one at a time. 

Mr. Wesster. That is all a part of the common-carrier problem. 

Mr. Tuomas. We are talking about long lines, the Western Union 
lines, 

Mr. Cox. We have 160 employees in 1950, and are down to 100 
In 1955. 

Mr. Tuomas. What about 1946, 1947, 1948, and 1949? 

Mr. Cox. I do not believe we have those figures with us, Mr. Chair- 
man. We shall be glad to make up a table going back to 1946. From 
1946, I think it ran about the same level until 1950. 

Mr. Cowaruu, It is a little difficult to make it from 1946 to 1950 
because you had your reorganization, I think, coming in. Beginning 
with about 1950 it went from 161 to right close to 100 employees now. 

Mr. Tuomas. You have had that jurisdiction for a long time. When 
was this Communications Act passed ? 

Mr. Wessrer. In 1934. 

Mr. Tromas. So, you have been operating in this field since 1934. 

Mr. Cox. We can supply a table for the record. 

(The information requested is as follows :) 


Man-years applicable to common carrier activity for years 1946-56 


Years: Man-years 
IR sig: SR AR i el ee ee 108. 6 
pee a ee ek Cee ee 108.8 
fi Mee UL Dg dc cp ele eh 107.1 
YOUS Lk st ea PS A as be EU Sel 7 hed OLN PAE ee 107.9 
Bess RE e NS eh Stns oe it ee ay.) foot pit ig ye sory fh 122. 5 
AUS os ere een Ole een a a ie Te ae a i ke all 147. 6 
UN ge eae ee ee Tn a ee | ee i ee 161. 4 
1949 ee ee oe eee eee ANE S8 Sete nce te es eae ox accel aaee tk ee ee 173. 0 
SOUR LU ear ACO TET it) ft eh ie i) i a 186. 0 
TOA oct ee Fie te rey cert eke tes ge el ie Age. ete 178. 2 
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Mr. Puiturrs. What is the theory of starting it in 1950, Mr. Cow. 
gill? | 

Mr. Cowen. The Commission was reorganized from what was 
called a professional basis to a functional basis. Now you have 
common carrier basis n which it is easier to identify staff. 

Mr. Pictures. You are talking about comparable activities? 

Mr. Coweiti. Yes; rather than going back to segregate what em- 
ployees were doing common carrier work. 

Mr. Tuomas. Go ahead. 

Mr. Barriey. I believe that the building program of the A. T. & T. 
system this year amounts to about $1,800 million; is that correct? 

Mr. Cowatii. Yes; that is my recollection. 

Mr. Tuomas. For the present calendar year ? 

Mr. Bartiey. For the present calendar year; yes. 

Mr. Cowen. In 1955, in addition to plans for additional facilities, 

Mr. Wessrer. I would like to add that, for instance, the Senate 
Committee on Interstate and Foreign Commerce is interested in these 
rates on new networks, and on rates the A. T. & T. is charging net- 
works, and all of that is involved in this. This is a tremendously big 
problem to look into. 

I do not know whether we have actually gotten a written request 
from them but I know that they are interested in it, and I think they 
would be. In addition they will call on us for a lot of information. 
They regard us as the real expert team on it, and it is logical for them 
to come to us. When they do do it we are going to have a big problem. 

I am not being critical of them. That is the way the Government 
has to operate a good many times. We get into an emergency situa- 
tion. You let certain things go, and it is a question of how many 
years you let things go, and you never catch up with them. 

My own personal feeling is that we have never had sufficient. infor- 
mation in the Commission for it to do a real good job on rates. 

Even taking the figures we have been able to gather, and looking 
at them and stating I guess that is a reasonable increase in rates, it 
looks reasonable to me, I am sure it is open to criticism, but that is 
the best I have been able to do; my conscience is clear; but I am not 
too sure that the rate increase was altogether justified; it is justified 
on the figures I have in front of me. That is all I am trying to point 
out. I am not asking for any more, I am just pointing out to you the 
situation. 

Mr. Tuomas. Are there any further statements from the 
Commissioners ? 


STATEMENT OF COMMISSIONER BARTLEY 


Mr. Bartiey. I am not much of a shrinking violet when it comes to 
doing a job, and I do not have enough money with which to do it. 

We started out a few years ago asking for about $10 million before 
the Bureau of the Budget, and we have finally been beaten back to 
where we have become very modest in our request. 

When you recognize that there is approximately $6 billion a year 
production of electronic equipment being purchased in this country. 
and that a large proportion of that is capable of creating interference, 
you can see how great the growth of the problem is, particularly in our 
monitoring, and unless we can plan properly ahead and provide for 








’ 
/OW - 


was 
ve a 


em- 


les, 
late 


1et- 
big 


est 
ley 
on. 
em 
am, 
ent 
la- 
ny 


to 
re 
Wr 


Ve 
By 


— 





659 


the proper rules and regulations to accommodate all of this equipment, 
in my opinion, we face a chaotic situation. 

So, if anyone asks me, and the chairman has asked me, what our 
personal opinion is as to the budget, I would say that this Commis- 
sion, if it 1s going to properly do its job, should start building an 
organization which, within the next few years, would justify an ap- 
propriation of around $12 million. 

I do not think we can do it all at once because you have to get your 
personnel selected carefully over a period of time, but with the 
growth of communications and electronic devices which create inter- 
ference, I can see where we will need that. 

That is the kind of dynamite I feel I am sitting on, trying to exer- 
cise my responsibilities in this job. 

Mr. Werster. This is the only opportunity I will get to talk to you 
gentlemen and I hope you do not feel that 1 am out of place in men- 
tioning these things, which may be construed as arguments for more 
money. 

Mr. Tuomas. That is what we are here for. 

Mr. Wesster. I would like to add 1 or 2 other things. I can only 
take them up, but they are things I would like to talk to you about. 


INSPECTION OF RADIO STATIONS 


We do very little inspection of radio stations any more, We do not 
know whether they are operating correctly or not until somebody 
complains. 

We do not have the force in the field any longer to go around and 
make the inspections we used to make in the old days. 

Complaints are coming in from the public. We get a volume of 
complaints. We are having a very difficult time running down those 
complaints. We have to send inspectors out on these complaints to 
find out whether they are justified or not. The inspection force is too 
limited to do a good job on the complaints. 


MARINE RADIO INSPECTIONS 


I would like to mention another thing that is pretty close to my 
heart, because I grew up in the marine industry, and that is ships. 

This country has been proud over the years of the fact that no ship 
ever left this country without a look-see by a Government inspector 
to see that the radio apparatus was in operating condition when it 
left port. 

The Bureau of the Budget has told us to stop that. No longer, 
except under very limited conditions, do we go aboard except once 
a year to find out whether the ship radio equipment is there and in 
good condition. We do not inspect it when it leaves port any longer. 
If anything happens after that ship leaves port and that equipment 
(loes not operate, or they have not a proper operator on board, we 
do not know it, and we are going to be severely criticized when some 
disaster occurs. 

_Mr. Tuomas. Why do you think the public is going to hold the 
Federal Communications Commission personally responsible for the 
safety of operating ships at sea? 
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Mr. Wepster. We are certainly going to be criticized if some dis. 
aster occurs at sea. 

Mr. Tuomas. Why do you think you will be criticized? I do no 
see that at all. 

Mr. Wesster. We had the Morro Castle fire, if you will remember. 
off the Jersey coast. There were a lot of things that went on in that 
case. It was very fortunate that the Commission had looked at that 
ship before it sailed, and that the apparatus was in good operating 
condition when it left port. Now, what happened later was another 
thing, but I personally think that the public would look to this Com. 
mission to see that a ship is safe. 

We have all kinds-of laws in regard to a ship and its safety, and 
what it should have aboard. The Coast Guard regulates most of it. 
We have, in the Commission, the radio end of it. I think Congress has 
placed the responsibility on us to see that the equipment is in good 
operating condition. 

As long as we have put into the law that the ship must carry equip- 
ment I think that there must be some obligation on the Government 
to see that it is in operating condition. That is not being done at the 
present time. 

Now, we have the problem of enforcement. We have thousands 
of small boats around our shores today with radio-telephone aboard. 

I venture the opinion that there is a large number of them that are 
not even licensed. We had no way of catching that. We have not 
the force with which to do that. 

Now, I am not proposing that we have sufficient force to go out and 
try to catch every one of them, but I have been out talking to these 
boatowners and the fishing boats, and so forth to try to get them 
to see if they cannot get together and do some self-policing then- 
selves, but you cannot expect a group of people like that to do much 
more than say, “Yes, we will try,” but when they get out there on 
the water all by themselves, we go on the air and they clutter up the 
air and they interfere, and there is no way of catching them. 

We have had drives. We have had the assistance of the Coast 
Guard to take our inspectors out on their boats, and to go aboard some 
of these small boats. However, we do not have sufficient field force to 
take spot checks. That is the only way you can enforce the regu- 
lations or the law because you cannot get every one of them any more 
than you can get all of the automobiles that violate traffic rules. You 
have to spot check, and you have to get some of them. It is a threat 
to them. Now, there is no threat out there today in regard to that 
particular situation. 

I am just touching on a few things that as I go around this country 
in connection with the work I do in connection with the Commission 
that I see are not being done. 

Maybe you do not want us to do them. If you do not want us to do 
them it is perfectly all right with me. I just feel that those are de- 
ficiencies within this Commission if they are not done. ; 

I am not being critical of any particular person or anything. It1s 
a philosophy of mine, and if those things are not to be done, and | 
take it they are not, because the appropriation is limited to that which 
Congress wants us to do, and that is what we do. The only oppor 
tunity I have, gentlemen, is to tell you I do not think the Commission 
is doing the job that it should be doing. 
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Mr. Tuomas. Are there any further statements by members of the 
Commission 


STATEMENT OF CoMMISSIONER HENNOCK 


Miss Hennocx. I would like to make one. It will not take me a 
long time. My sympathy goes out to my fellow Commissioners. I 
think Commissioner Bartley put it very aptly when he said that our 
pudget is very insignificant in comparison with the growth of the 
electronics industry and the magnitude of our work. 

When he estimates a budget of $12 million he is being very con- 
servative. oh} 

I feel worse than frustrated in this connection as Commissioner 
Bartley does. I also feel like Commissioner Webster does in regard 
to our requirements. 

I get out to the public perhaps a little more than the rest of the 
(‘ommissioners. 

In my work I feel that I am carrying on a number of activities and 
lam in serious need of some additional help in connection with carry- 
ing them on. 

[ was out in Kansas City the other day, and we had about five dif- 
ferent meetings of women’s clubs, leagues of women voters, and church 
groups, and at luncheons and so forth, and every one of those 
broadcasters said to me as a Commissioner we do not know what you 
want us to do in programing. 

The question is asked are you operating in the public interest. 

In this connection when I speak of broadcasts I am not just speak- 
ing about 600 AM stations, I am talking about 2,600 that are being 
operated, and 450 on TV, with about 550 FM stations. 

Now, they say to us, “How many hours of this or that, do you want?” 

That means that they are looking for us for guidance in the public 
interest. 

We have a staff of 2 or 3 fellows to process licenses when they come 
up for renewal, but nobody looks at the programing end of it. Since 
1946 the provision has been for so much commercial, so much sustain- 
ing, and so much political. 

I cannot afford to admit our situation to them because we do not 
want them to know that we do not have the staff. 

Now, from time to time we are thrown into litigation. 

When they sue they have spent from $50,000 to $100,000 processing 
this TV application. That is what it costs to process an application, 
$50,000 to $100,000 for legal, engineering, hotel bills, and so forth. 

When they have gone all through these hearings and they lose their 
request for a license they do not stop there. Having spent $100,000 
they appeal, and they go right through to the circuit court of appeals. 
Ve have a great amount of litigation pending in the circuit courts, 
with the few available lawyers we have that are competent and ex- 
perienced in this field. It is a very tough, difficult and complicated 
field. The lawyers we have are very busy litigating. We have to 
evaluate and consider these decisions in the Commission, and we have 
‘o answer many problems. 

We have 410 television stations on the air, and 150 of them are in 
very bad shape. 
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I have to answer to the Senate as does the entire Commission, 

I suffer from a woeful lack of preparation as a Commissioner daily 
because we don’t have enough lawyers and engineers. I dare not as; 
an economic question because the dearth of material in that fielj 
is heartbreaking. _ 

It is our responsibility to have a healthy industry. 

When the public has bought 34 million television sets and we supply 
a grid system whereby we have 2,000 television channels and 85 percen; 
cannot get started, and a lot of them on the air are going broke o; 
cannot keep going, there is something the matter. I have not anybody 
to help me with it. It isa terrible situation. That is all I have to say, 

Mr. Tuomas. It is in language that everybody can understand, 
Commissioner. 

Mr. Puitures. Mr. Chairman, I would like to say that I think a Jot 
of the people who are supposed to watch television programs hay: 
stopped watching them, but I do not think it has anything to do with 
inspection. I think that is due to the programs. 

Miss Hennock. If you want me to talk on this subject, I can keep 
you here indefinitely 





PROPOSED COMMISSION STUDY OF RADIO AND TV NETWORKS PRACTICES 


Mr. Tuomas. While you are on that subject, you are talking about 
the big broadcasting companies. 

Miss Hennock. Yes; there are only three of them. 

Mr. Tuomas. Are they not in the same position that the UP and 
AP news services were in 5 or 10 years ago before the antitrust suit 
was brought, and now their service is available, by court decision, to 
everybody. 

Miss Hennock. But it isnot the same 

Mr. Tuomas. I am talking about AP and UP. Are not the broad: 
casting systems in the same position? In other words, why should 
they not sell that service to every station that wants to buy it? Do 
they not have a monopoly just like it was alleged the AP and the UP 
had in another field ? 

Miss Hennock. It is much worse in this situation than that ever 
was. 

Mr. Tuomas. But is not the answer to make their service available 
to anybody who wants to buy it in the same town, and if an additional 
person does want it, what is wrong with that ? 

Miss Hennock. It is all right. What you suggest is wonderful, but 
they are 10 times as powerful as AP and UP ever were. They control 
their advertising, and have that controlling influence on the stations. 
You see, AP and UP did not have control of the advertising dollar 1 
their own newspapers as such. 

Mr. Tuomas. Has this problem been submitted to the Department 
of Justice ? 

Miss Hennock. Not to the Department of Justice, but we have two 
proposed investigations. I do not even have sufficient data on it. We 
cannot compete with those fellows. 

This got so bad one day I could not do anything but cry, and I cried 

Mr. Tuomas. Has the Federal Trade Commission looked into this 
situation, or the Antitrust Division of the Department of Justice, 0 
who has it been submitted to? 
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Miss Hennock. The Committee on Interstate and Foreign Com- 
merce of the Senate—— 

Mr. Barrtey. Mr. Chairman, I think Commissioner Hyde can 
answer that, because in our budget presentations to the Bureau over 
the past several years we have been requesting money to make a study 
of the network rules as they now stand, which are 10 years old, and 
if he could give you a résumé of what we have been asking for over 
there it may show why we do not have an answer to your question. 

Mr. Hype. I can give you some information about the requests 
which the Commission has made from time to time for funds for the 
purpose of studying network practices. ; 

As a matter of fact, I have a tabulation here. I thought it might 
be convenient to have it at some time although I did not know I would 
set the cue from Commissioner Bartley. In 1951 there was an item, 
or an amount for 10 employees requested. 

Mr. Tuomas. For what? 

Mr. Hype. To study the network practices. 

Mr. Tuomas. You made that request of the Bureau of the Budget? 

Mr. Hype. That is right. 

Mr. Tuomas. In dollars and cents how much was it? 

Mr. Hype. I do not have the cash equivalent. 

Mr. Puitires. How many people were requested ? 

Mr. Hype. Ten. 

In 1952 there was a request for 14, which would include 7 attorneys, 
6 accountants, and 1 engineer. 

Mr. Tuomas. How much in dollars and cents ? 

Mr. Hyper. I have only the manpower request here. 

Mr. Cox. It would approximate $60,000. 

Mr. Tuomas. Go ahead, Mr. Hyde. 

Mr. Hype. In 1953 there was reference made to the 14 people re- 
quested in the 1952 budget. Wesubmit that the need was even greater 
for an investigation of networks, but it was decided on an overall basis 
to defer the request for funds. 

In 1954 an appropriation for 16 persons was proposed. 

Mr. Tuomas. Was there a request made this year / 

Mr. Hype. Not in the sense of having a particular amount allo- 
cated for network studies; no, sir. 


NEED FOR NETWORK STUDY 


Mr. Toomas. You have six Commissioners here at the present time. 
Do you feel that it is necessary to make that study right now? 

Miss Hennock. Yes. 

‘ae I should like to make just a brief statement on the effect 
of that. 

Mr. Tuomas. How much in dollars and cents will it take to do it? 

Mr. Hype. You asked me first, Mr. Chairman, if we thought an in- 
vestigation should be made. | 

I think an investigation ought to be made before there can be any 
change in the policy of the act. 

I think before there would be any change that would change the 
character of the network broadcasting organizations from that of the 
system we now have to some new category of utility, or anything like 
that, that Congress would want to have more complete information 
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as to the results you get from the present system, and to have better 
information than is presently available as to what changes in the ae 
or policy might come to a broadcasting station. 

Mr. Tuomas. Do you think that study is necessary ? 

Mr. Hyper. Yes, I think that study is necessary for this reason: 
There are various proposals being presented to committees of Congress 
at the present time. 

Actually we are dealing now with a policy, largely the contro] of 
which is fixed by courts now. The networks are subject to FCC 
regulations. 

Mr. Tuomas. Is there any difference between the Commissioners 
themselves as to whether or not that study is absolutely necessary? 

Mr. Hype. The Commissioners all agreed to a statement presented 
to a committee of Congress last year that a study should be made 
before any action should be taken looking toward giving the Commnis- 
sion authority to license networks or prescribing the manner and 
method of regulating networks. 

Mr. Tuomas. Is there any doubt about it, the way the show is being 
run, that the stations are dominated lock, stock, and barrel? 

Mr. Hype. This varies according to the service in the television 
field. As of now it is not clear that the economic welfare of the 
stations at present is such that the development would be beneficial 
to the networks. It is not clear with the networks pretty well domi- 
nated whether a station is going to be an economic success or not 
whether they affiliate or do not affiliate. 

In the present state of development in the field of broadcasting, we 
have between 2,700 and 2,800 broadcasting stations, only a fraction of 
which are on networks. The independent stations everywhere are 
having various degrees of success. 

The independent operation of broadcasting stations is, therefore, a 
thing that is open to question. No one knows at the present time 
what the future development of television will be. 

As of now the programing is a terrific challenge. This could be 
changed very rapidly should there be methods developed for the re- 
cording of television programs by magnetic tape, or by some other 
means so as to make them available for the independent or nonnetwork 
stations in the same manner that they are made available for nonnet- 
work AM stations. 

It seems to me that as far as operating is concerned networks could 
find some way of pooling their resources and developing some method 
of combining in the payment of the cost of programs which could be 
broadcast over many stations. 

The networks do that, to a large degree, with network stations. 

I do not think that we should conclude without an investigation of 
the facts, that the present system is all bad, or that there should be 
so additional regulation which is not provided for in the present act. 
I do not think we should conclude either that the present system 1s 
going to complete wreck. 


LENGTH OF TIME NECESSARY TO MAKE NETWORK STUDY 


Mr. Tuomas. How long will it take you to make this study? 
_Mr. Hype. I think a study sufficient to determine whether legisla- 
tion is necessary, and what legislation, if any, should be enacted, 
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vould be a 6-month job at a minimum, and I think it would take a 
very substantial amount of personnel. 

Vir, Tuomas. How much would it cost in dollars and cents? Could 
vou do it for $75,000 or $100,000 ? 

* Mr. Hype. I would say that $100,000 would do it. 

Mr. OsrertTaG. I want to inquire, Mr. Chairman, whether that study 
or investigation would be equally applicable to both radio and televi- 
sion networks. 

Mr. Hypr. The situation is more critical in television than it is 
from the standpoint of oral broadcasting. I should think, in the in- 
terests of consistency, that any study of network practices should 
comprehend both types of broadcasting. 

Mr. OsrerTaG. That is what I mean. 

Mr. THomas. Are there any further statements by the Commis- 
sioners ¢ 

Mr. Lez. Mr. Chairman, with respect to network investigations 
I would like to say that we are, in effect, conducting an investigation, 
I believe in a roundabout fashion because of the Senate committees 
that are looking into this. The Interstate Commerce Committee has 
been looking into it, and the practical fact is that they have come to us 
for a lot of this data. 

I do not know whether the point has been made before, but we 
have, in the last 6 months, been able to give a number of people to 
help out that committee, and we anticipate that during the course of 
their deliberations this year they will want substantially more help. 

I endorse the idea that if a network investigation is made we are 
better equipped to do it than anyone else, and it should be done 
through our regular process. I do not know whether I can agree that 
6 months would do it. We would have to get into hearings, and so 
forth, and those things take time. 

Mr. Tuomas. Six months sounds pretty ambitious. 

Mr. Hype. I did say as a minimum. 

Miss Hennoox. Mr. Chairman, I have to submit a report in 2 weeks 
to the Senate, and I would like to have 2 men in my office to work 
with me 14 hours a day on it. That is about the only way I will get 
out : report. We need additional help, but we will see what we 
can do. 

Mr. THomas. Does anybody else have any statement to make? This 
has been an old homecoming. We like to have everybody let their 
hair down, and it has been real nice. 

Does your statement here, Mr. McConnaughey, duplicate your 
opening remarks ? 

Mr. McConnavuauey. No, sir. 


SUMMARY OF FISCAL YEAR 1956 ESTIMATES AND JUSTIFICATIONS 


Mr. Tuomas. Mr. Reporter, insert in the record at this point 
pages 1 through 28 of the justifications. 
(The matter referred to is as follows :) 


SUMMARY OF 1956 ESTIMATES AND JUSTIFICATIONS 


The 1956 budget of the Federal Communications Commission, submitted 
herewith, totals $6,700,000. It is our considered judgment that this estimate 
is fully justified when weighed against the Commission's increasingly difficult 
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responsibilities, problems, and workloads. This budget provides only for thos 
projects, activities, and workloads which are essential to our statutory obliga. 
tions and which we believe the national interest and safety requires. ; 

Under law the Commission is charged wtih two basic responsibilities: (1) 
to attain and maintain maximum benefits to the people of the United States 
from use of the radio spectrum, and (2) regulation of communications commoy 
carriers to asSure adequate service consistent with reasonable rates. 

One of the basic activities involved in making the radio spectrum of maximum 
value to the people of the United States is allocation of segments to groups of 
users or services. This is called “frequency allocation.” Radio waves do not 
observe national boundaries. This makes it necessary for the nations of the 
world to get together and agree on the most efficient allocation of the radio 
spectrum. 

As a reSult of international agreements, the spectrum is divided into bands 
and allocated to different services. General conditions are established ¢op- 
cerning these services. Individual nations make their own rules to carry out 
these arrangements. The United States, for its part, fits the particular needs 
of domestic services into this global pattern. 

There are two big groups of problems in this area of activity. One is planning 
the best allocation in terms of need and the characteristics of service. The 
second is working out overall agreement among the nations. The first problem 
calls for all possible knowledge of the nature of the spectrum, the characteristics 
and behavior of radiowaves, and the capabilities of equipment to utilize such fre- 
quencies. The second problem requires, in addition to technical knowledge, 
highest diplomatic competence working in a highly complex field. 

It is vital that the United States take a leading part in this international 
relationship. It is vital in terms of developing and protecting radio uses for 
our defense or wartime needs. It is also of tremendous value to our peacetime 
industry and economy. 

The next basic activity is the licensing of frequencies on an individual basis. 

Jach application must be evaluated against the rules for the appropriate service 
and against other appropriate standards to determine whether authorization 
should be granted. 

A particular problem in frequency assignment is the situation encountered 
when two or more prospective users desire the same facility. The method of 
administering this matter is generally prescribed by the Administrative Pro- 
cedure Act. The principal result from this situation is the hearing load. 

Because the existence of large backlogs of applications, especially those re- 
quiring hearings, was severely bothersome to the public, to the Congress, to the 
Commission, and everyone else involved, the Congress made a special allowance 
in our 1954 appropriation to enable us to add staff to process more applications 
and thus reduce backlogs to more tolerable sizes. In 1954 we did make tre- 
mendous strides in that direction; as a matter of fact, we accomplished sub- 
stantially all that could be done in the one fiscal year, did it with fewer em- 
ployees than had been thought necessary, and were able to return to the Treasury 
at the end of the year very substantial appropriations savings. Our total cost 
for the entire broadcast program that year was approximately one-tenth as much 
as a single T'V station may sell for. 

But 1955 is a different story. This year our appropriation finances the 
smallest staff we have had since before World War II. As a result, backlogs 
are again piling up in some fields; in others we can do no more than hold our 
own against most pressing problems. The end of the year will see larger back- 
logs and accumulations of problems and work urgently demanding attention. 

Another current problem in radio utilization is interference. The basic reason 
for international agreements and rules is to reduce or eliminate interference 
among authorized users. This is coupled with the goal of working into the 
spectrum, which is limited, as many uses and users as possible. 

The problems involved in this job are becoming more complex every day. 
Additional uses are being developed constantly. The number of users is 1 
creasing rapidly. New equipments and new capabilities are being made avail- 
able to present and potential users. All these things have intensified the 
regulatory situation. ; 

After a grant is made, the Commission has the responsibility of determining 
whether its conditions are being observed by the grantee. The principal instr 
ment of the Commission in this function is the monitoring and inspection 
system. This system is not designed or equipped to keep tabs on all of the 
hundreds of thousands of users of radio energy but it does do a sampling job 











’ those 
obliga. 


> (1) 
States 
MMO 


imum 
Ups of 
lo not 
Of the 

radio 


bands 
Con- 
‘Vv out 


needs 


nning 

The 
Oblem 
istics 
h fre- 
ledge, 


tional 
‘Ss for 
etime 


basis, 
vice 
ation 


tered 
vd of 
Pro- 
d. 
e re- 
oO the 
rance 
tions 
, tre- 
sub- 
* elll- 
sury 
cost 
nuch 


the 
clogs 
| our 
yack- 
n. 
ason 
ence 

the 


day. 
: ill- 
vail- 

the 


ning 
tru- 
tion 
the 
job 


667 


and does exercise general surveillance of the radio spectrum. Its specific pur- 
poses are CO prevent unlicensed use, to determine whether licensees are operating 
*, accordance with technical requirements, and to track down causes of inter- 
ference. This policing function must be operated with a reasonable degree of 
wfectiveness if licensing and regulation are to mean anything. 

“Affecting all Commission operations in this field is the tremendous growth 
which has taken place in the past few years. In 1940 there were 847 authorized 
vommercial broadcast stations; today there are over 3,900; by the end of 1956 
there will be over 4,500; the trend is still up. In 1940 there were 9,088 safety 
and special stations; today there are 145,000 stations, excluding amateur sta- 
tions; by the end of 1956 there will be approximately 150,000; the trend here 
also is up. 

The number of applications filed with the Commission has also gone through 
startling change. In 1950 we received 6,288 broadcast applications in all serv- 
ices; in the current year we expect 8,134; in 1996 there will be about 8,500. In 
safety and special services the change has been even more marked. In 1950 we 
received 93,690 applications; in 1955 we estimate 147,000; in 1956 the load is 
estimated at 143,500 applications. The above figures spell work for FCC and a 
lo of it. 

"The second general area of Commission responsibility has to do with com- 
munications common earriers, the companies that furnish interstate and foreign 
telephone and telegraph services. The basic problem here is to regulate one of 
the Nation’s largest industries, which operates largely as a monopoly, so that it 
will serve the public needs to the fullest extent and at the same time will not 
cost the public any more than necessary. 

In our expanding economy, electrical communications is the nerve system. A 
healthy system is a vital necessity and it must be carefully protected, developed, 
and encouraged to grow along sound lines. 

The Commission faces two major problems in this area of responsibility. The 
telegraph industry is faced with severe problems. The nature of service and 
the extent of facilities made available to the public are both undergoing a funda- 
mental change. This means work for the Commission. 

With respect to the telephone industry, there are several factors of prime 
interest. Physical plant is expanding rapidly, financial investment is increas- 
ing, demand for service in both rural and urban areas is steadily expanding, and 
costs are rising. The first major long-distance telephone rate increase in 35 
years was recently approved by the Commission and yet another increase ap- 
pears to be a real possibility. These things, too, require prime attention, and 
they involve hundreds of millions of dollars to the American public. 

In common-cearrier regulation, the Commission can be of great economic value 
to the people of the United States in terms of cold dollars and cents. A few 
pennies on individual rates add up to many millions of dollars to the public as 
a whole. 

The most striking single fact in the field of common-carrier regulation is that 
while the industry to be regulated is tremendous and is becoming more complex 
and farflung every day, the small staff available to the Commission for this 
purpose has diminished greatly in the last few years, and is now at such a low 
level that only the most general and in some ways fragmentary program of 
regulation can be carried out. 

For the years 1953, 1954, and 1955 the staff available for common-carrier work 
lias been the smallest since before World War II and we have been able to 
handle only the most urgent work with much desirable work going undone. 

In line with overall budget policy we are requesting no increase for this 
activity, in 1956, except for a small amount for necessary salary adjustments. 

In the general picture, too, there is a paradox that while problems and work- 
loads have been increasing rapidly, the staff available to the Commission over the 
years to discharge its responsibilities has been steadily reduced. In 1948 the 
Commission had an average employment of 1,349. In 1950 the average staff was 
1325. By 1953 we had been cut down to 1,043. For 1954, even with increased 
‘ppropriations to get TV and safety and special backlogs under control, only 
1,075 were utilized. For 1955, we are back down to our low point of 1,042. 

_We have stated many times, and the facts and figures prove, that although the 
( ommission’s total workload has been increasing steadily over the years, the staff 
available to the Commission has been just as steadily decreasing. The follow- 
ing chart depicts this situation by comparing overall workload indicator figures 
7 the Commission's three basic programs with the total staff available to the 

‘mmission. It is recognized that these curves do not precisely measure all of 
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the Commission’s workloads, nor can they be used for comparing volume . 
work of the several programs, but they do give an accurate picture of the ge. 
eral situation facing the Commission. 


CHART COMPARING TRENDS IN BASIC PROGRAMS AND STAFF SIZE OF 
FEDERAL COMMUNICATIONS COMMISSION FOR FISCAL YEARS 1950-1956 
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In the above chart the curve for common carrier indicates the dollar volune 
of business of the regulated carriers during the year. The curves for broadcast 
and safety and special show the number of licensed stations at the end of the 
year. The curve marked “Average employment” shows the total average staff 
of the Commission during the fiscal year. 

The following table shows the average employment and amount of mone; 
utilized in 1954, estimated for 1955 from available funds, and estimated for 



































1956. 
1954 actual | 1955 estimate 1956 estimate 
Average Average Average 
employ- | Amount | employ- | Amount | employ- | Amount 
ment ment ment 
A. Personal services: | 
I. Applied technical research | 
and frequency allocation - 61.0 $381, 750 | 60.9 | $381, 254 59.7 $382, 25) 
II. Broadcast : ‘ : 225. 3 1,315, 812 | 198. 1 1, 180, 362 190.0 1, 149, 46 
III. Safety and special radio i 
services | 125.8 686, 347 120.8 663, 805 | 116.0 667, 14 
IV. Field engineering and : 
monitoring sack hea | 343.9 1, 897, 907 | 340.2 | 1,870, 688 339. 5 1, 876, 340 
V. Common carrier... 107.1 678,012 | 108.8 | 697, 568 108. 6 702, 4 
VI. Executive, staff, and serv- | 
ice _ —— 212.0 | 1,171,625 213.5 1, 226, 723 | 216.8 1, 246, 8 
Total, personal services. --- -- 1,075.1 6, 131, 453 1, 042.3 6, 020,400 | 1,030.6 i 025 0 
i OE Ge ida 6. Seo. Snot + ode | 823, 040 |..--.----- 678, 900 |---- - 679, 
Total, obligations... .-------- . ~.| 6,054,403 |_..---..2. 6, 699, 300 a a 6, 704, 
Unobligated balance —— COTE bane e.- 5-0 REREAD 
Reimbursement from non-Federal | | : 
pened. 55 cassie lawehhtbahinec. 2 be LAELY —3, 618 }o5.-.-- —4,900 |-.-------- —4, 50 
Appropriation or estimate -.._- llakekcapctal IK ee ibinelmsene st | | 6, 694, 400 : rr 


! Includes $150,000 reappropriated 1954 funds, 


I. APPLIED TECHNICAL RESEARCH AND FREQUENCY ALLOCATION 


The Commission’s duties in this area are clearly stated in the Communica 
tions Act of 1934 as amended. The Act requires, among other things, tha! 
* * * “the Commission shall : 

“(c) Assign bands of frequencies to the various classes of stations, aud a 
sign frequencies for each individual station and determine the power which each 
station shall use and the time during which it may operate; 
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‘/e) Regulate the kind of apparatus to be used with respect to its externa! 
efects and the purity and sharpness of the emissions from each station and 
from the apparatus therein ; 

“(g) Study new uses for radio, provide for experimental uses of frequencies, 
and generally encourage the larger and more effective use of radio in the public 
interest. 

For these purposes the Commission employs a Chief Engineer and a compara- 
tively small staff of engineers. 

The Chief Engineer and his staff— 

(a) develop solutions to engineering problems on which the Commission can 
base its policies and decisions ; 

(b) consult with recognized authorities in private industry, Government agen- 
vies. and foreign governments, to present and support policies, programs, and 
standards for regulation looking toward their improvement, expansion, and regu- 
lation of Wire and radio communications and apprise them of the effect of such 
developments on existing and proposed new services ; 

(¢) advise the Commission of possible and probable future developments in 
the communications field, such advice being based on sound engineering obser- 
vations and appraisal of tangible factors such as national trends over a period 
of years, current demands both national and international, and results from 
Government and/or industry sponsored technical research and experimentation. 

Activities involved may be divided into two major categories: (1) Applied 
technical research, and (2) frequency allocation. 

1. Applied technical research.—The activities under this general heading in- 
clude : 

(a) the study of radio service and interference ranges necessary for the in- 
telligent planning of a system of allocations ; 

(b) technical studies relative to technical rules and standards—involving the 
task of investigating, analyzing, and recommending solutions to the various 
technical problems which have a direct effect on the prevention of interference 
and the more efficient use of the radio spectrum in the public interest—the 
adoption of additional or new transmission standards, the analysis of infor- 
mation on the technical characteristics of available equipment, and the compila- 
tion of lists of equipment acceptable for licensing in the various radio services 
will increase the Commission’s workload in this field; 

(c) formulation of rules relating to experimental radio services, restricted 
radiation devices, and industrial, scientific, and medical devices; 

(d) making of engineering measurements on modulation monitors, frequency 
monitors, transmitters, diathermy machines, industrial radio frequency heaters, 
citizens’ radio equipment, and other devices requiring type approval, an increase 
in the number of types and models of medical diathermy equipment manu- 
factured, and the widespread acceptance and use of equipments generating 
ultrasonie energy will affect the Commission’s work program during 1955 and 
1956. 

These activities are considered to be most essential to the efficient operations 
of the Commission in its statutory obligation to encourage the most effective 
us of the radio spectrum in the public interest ; however, many important studies 
and projects will have to be delayed and some cannot be undertaken because of 
the limited staff ‘available. 

2. Frequency allocation.—One of the basie activities involved in making the 
radio spectrum of maximum value to the people of the United States is the 
allocation of segments of the spectrum to groups of users or services. This 
is called “frequency allocation.” Its objective is to provide for the orderly 
and economical use of the radio spectrum so that a maximum number of radio 
stations can be authorized without interference being caused to essential opera- 
Uons, Future growth and development must be taken into account so that, 
as the demands for radio service grow in any one service, they can be accom- 
odated with a minimum of impact or disruption on the other users of the radio 
spectrum. New developments and new needs must be foreseen and provisions 
ade for their eventual use in the public interest. For example, we have seen 
radar expand from its wartime use of extending the “range of vision” for 
Warning purposes to its present use in locating and plotting the course of severe 
storms, in aiding in the prospecting and locating of oil and other vital raw ma- 
terials, in assisting in the navigation of ships and aircraft during darkness or 
inclement weather, and in many other uses. Only because the potential benefits 
of radar were carefully analyzed and planned for through frequency allocations 
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have we been able to make widespread use of this new communications device 
for the benefit of the country. 

Since radio waves do not observe national boundaries it is necessary for thy 
nations of the world to get together and agree on the use of the radio spectryy, 
International conferences and agreements are essential, since no one country 
can proceed with and succeed in its telecommunications efforts without th 
cooperation of other countries of the world. The need for international cooper. 
tion has become more and more important as our own radio services have expanda 
along with our growing position in the international political scene and with oy 
efforts to help other countries to improve their standards of living. An allocatigy 
of frequencies to a particular service in the United States alone is not enong), 
Other countries must be persuaded to make similar and compatible allocations 
to their uses of radio so that interference between stations of different Countries 
is held to a minimum. Some frequencies exhibit properties permitting long. 
distance communication to all parts of the world; international agreement as ty 
the use of these frequencies is essential. Of nearly equal importance is the need 
for international agreement on the use of frequencies which are capable of 
permitting only short distance communication because of interference problens 
existing along our borders, and because communication equipment is carried 
around the world by the ships and aircraft in international commerce. 

It is vital that the United States take a leading part in this international 
relationship. It is vital in terms of developing and protecting radio uses for ou 
defense or wartime needs. It is also of tremendous value to our peacetime 
industry and economy. 

The volume and tempo of the Commission’s work in connection with inter. 
national conferences, treaties, and agreements cannot readily be controlled by 
the Commission and the workload is expected to increase at least through 1957 

Budget requirements: To handle these heavy responsibilities the Commission 
utilized an average staff of 61.0 in 1954. In 1955 we have had to cut back to 
60.9. For 1956 we consider it absolutely necessary to devote at least 59.7 to these 
most basic and important activities. 


II. BROADCAST ACTIVITIES 


As the administrative agency charged with the responsibility of effectively 
and efficiently regulating the broadcast industry, the Commission is required to 
provide a basic regulatory framework through the adoption of rules, engineering 
standards, and general policies in the light of which individual applications 
may he filed and considered. It is also required to receive applications requesting 
the use of particular channels for broadcasting purposes and to dispose of these 
applications in the light of applicable law, rules, and general policies. Included 
in this is the responsibility for selection of the applicant best qualified to serve 
the public interest in those cases in which two or more applicants may seek 
the use of a particular channel. 

“Broadcast” includes standard broadcast (AM), frequency modulation (FM), 
and television (TV). 

Broadcast matters are handled by the Commission with the following staff 
organizations : 

The Broadcast Bureau is charged with assisting, advising, and making ree- 
ommendations to the Commission with respect to the development of a regulatory 
program for the radio broadcast services and is responsible for the performance 
of any work functions or activities to carry out that program in accordance with 
applicable statutes, international agreements, rules and regulations, and policies 
of the Commission. Specifically, the Bureau examines applications in the radio 
broadcast services and makes recommendations to the Commission thereot, 
participates in hearings involving applications, rule making and other matters, 
make recommendations to the Commission concerning the promulgation of rules 
and standards, participates in international conferences, studies frequency Te 
quirements in the radio broadcast services, collaborates with Government and 
industry groups interested in problems of radio broadcast services, studies and 
establishes technical requirements on equipment in the radio broadcast services 
(in accordance with standards established by the Commission’s Chief Engineer) 
and generally performs all other functions or activities essential to carrying out 
the above duties and responsibilities. The Broadcast Bureau includes the Office 
of the Chief, the Aural Facilities Division, the Television Facilities Division, the 
Renewal and Transfer Division, the Hearing Divison, the Rules and Standards 
Division, and the License Division. 
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The Office of Hearing Examiners consists of the examiners (and their clerical 
assistants) who devote a large portion of their time to presiding in formal public 
nearings involving broadcast applications designated by the Commission for 
nearing upon specified issues. It is the function of the Examiners to receive 
appropriate evidence and issue an initial decision upon the basis of such evidence. 

The Office of Opinions and Review consists of a number of professional em- 
ployees (legal, engineering, and accounting), together with necessary clerical 
and stenographic assistance, who serve as aides to the Commission in the con- 
sideration of initial decisions of the examiners, the exceptions to such decisions, 
and other pleadings filed by parties to adjudicatory proceedings, and who pre- 
pare, pursuant to Commission direction, the final decisions and other documents 
necessary to dispose finally of applications and pleadings involved in adjudica- 
tory proceedings. 

The Dockets Division of the Office of the Secretary maintains the dockets for 
all hearings cases, notifies the parties of the date and place of hearing, and makes 
the arrangements for hearing rooms and court reporters in Washington and in 
the field. 

It is the clear concept of the Communications Act that broadcasting should 
develop on a competitive business basis, recognizing certain important public 
interest obligations. Because of these public interest obligations and the tech- 
nical engineering factors involved, regulatory requirements such as those set 
forth in the Communications Act and the Commission’s rules and policies are 
essential. But equally important to the growth and advancement of broad- 
casting as an industry is the requirement that regulatory authorities be in a 
position to act with sufficient dispatch to avoid becoming a road-block to the 
introduction of competition and new interests into the field. 

Congress has recognized this and has recently written into the Communications 
Act an explicit direction that the Commission so order its business as to act 
upon broadcast applications within 3 months from their filing if a hearing 
is not required, and to act upon applications which are the subject of hearing 
within 6 months after completion of the hearing record. We have, therefore, 
designed this budget proposal to permit the expeditious handling of broadcast 
applications consistent with the policy considerations and requirement of law 
just described. 

In the field of television during 1953 and 1954, the Commission directed partic- 
ular effort toward action on pending applications for authority to construct new 
stations in order to further as much as possible the prospect of a nationwide 
television service. In addition to disposing of as many applications of a com- 
petitive nature as our relatively limited hearing personnel could handle, major 
effort was directed to the consideration and grant of those applications which 
were pending from qualified applicants and which were not in competition with 
other applications. 

As a result, during 1954 we disposed of 603 applications for new stations and 
major changes in stations without hearing, designated 248 applications for 
hearing, and disposed of 98 applications for new stations following hearing. 

By the end of 1954, we had pending before us only approximately 55 unproc- 
essed applications which were not in hearing status, and it is our aim in 1955 
and 1956 to remain substantially current in handling such uncontested applica- 
tions. At the end of 1954 we also had pending before us approximately 187 
applications which were in hearing status. Each of the applicants filing a com- 
petitive application is entitled by law to a hearing on the basis of which the 
Commission will determine which of the competing applicants should be selected 
for grant of license. 

The major objective of the Commission in its consideration of television 
applications during 1955 will be to complete the hearings necessary to dispose 
substantially of our backlog of television applications involved in hearings and 
remain substantially current in the disposition of nonhearing applications. 
We contemplate disposing of 60 applications in 1955 which have been designated 
for hearing. During 1956 we expect to dispose of an additional 50 hearing appli- 
cations, leaving in hearing at the end of 1956 only 43 applications for new sta- 
tons and major changes. 

If we are successful in accomplishing our objective we will end 1956 with the 
bulk of the exceptionally large number of applications filed immediately after 
the freeze disposed of—with the flow of applications for new facilities and major 
changes at a relatively stable point, with giant strides having been taken toward 
providing a sound framework for a truly nationwide television service and its 
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vast contribution to the economy of our country and to the fields of educatiy, 
information, and entertainment. 

In the field of standard (AM) broadcasting during 1954 the receipt of applica 
tions for new AM stations and for major changes in such stations increased gy, 
stantially over the number received in 1953. We expect at least as many apy 
cations in 1955 and 1956 as we received in 1954. Our proposals in this bud 
are made with the purpose of approaching the objective of processing applic. 
tions which do not have to be designated for hearing within a period of approy 
mately 3 months after filing, as contemplated by Congress in the Communic 
tions Act, and with the objective of reducing our hearing backlog Considera)) 

In the field of frequency modulation (FM) broadcasting during 1954 hp; 
applications for new FM stations and applications for major changes in Py 
stations were about the same as in 1953. We have proposed in this budget ¢ 
ficient personnel to keep us reasonably current in the handling of FM appli 
tions as they are filed. 

In all of these fields we will also be faced with the necessity for handliyy 
applications for renewal of outstanding authorizations, for transfer and assig 
ment of such authorizations, for numerous minor changes, for experimenty| 
operation, etc. Our basic program for 1955 and 1956 is to remain reasonably 
current in the consideration of such applications. 

The drép in requirements for 1956 is attributable directly to the fact that 
1956 we will have largely met the unusual workload burden which confront 
us in 1953, 1954, and 1955 as a result of the lifting of the television “free 

The following tabulation shows the average employment devoted to broadeas 
activities during 1954 and our estimated requirements for 1955 and 1956, 


Average employment 


= ‘i 


Broadcast activities 226. 8 199. 6 


| 1954 actual | 1955 estimate | 1956 est 
| 


lll. SAFETY AND SPECIAL RADIO SERVICES 


These services embrace regulatory activities necessary for the performance of 
the Commission’s responsibility with respect to the licensing of stations for pu 
poses other than broadcast or common carrier. The services are almost is 
varied as they are numerous and are highly important because their priwe 
responsibility is to safeguard life and property. They are utilized by a broad 
segment of the public, including individuals, industry, commerce, State and loci! 
governments, industrial and agriculture production, transportation, and civil 
aid and defense. 

These services may be grouped into the following general classes: 

1. Safety services: Marine, aviation, police, fire, forestry-conservation, hig! 
way maintenance, special emergency, and State guard. 

2. Industrial services: Power, petroluem, forest products, special industrial, 
low-power industrial, relay press, motion picture, agriculture, and radio-locatiol- 
land. 

5. Land transportation services: Railroad, motor carrier, taxicab, automobil 
emergency, and highway truck, 

4. Amateur, disaster communications, and citizens services. 

The Communications Act provides for “promoting safety of life and propert 
through the use of wire and radio communications” * * * “study new uses of 
radio * * * and generally encourage the larger and more effective use 0! 
radio in the public interest.” 

This group of radio services represents the private employment of radio coll 
munications by the general public for business and for safety purposes 4s (lis 
tinguished from the direct public service rendered by communications com 
carriers and by broadcasting in the field of entertainment. 

The privilege to use radio in these services at a given location is not exclusi’t. 
but is granted for shared use of frequencies on the basis of the applicant’ 
membership in an eligible group. Prior to the last war eligibility for private radi! 
systems was based almost exclusively upon the element of public safety. This 
was for the very good reason that no others could be accommodated under conti: 
tions as they then existed. In these circumstances, with relatively few licensees 
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rofessional attention could be given to individual applications and to the sub 
sequent technical problems of operation, with the result that high quality safety 
radio services Were maintained satisfactorily. : ; 

The situation changed rapidly during the postwar period. Equipment de- 
velopments, together with technical knowledge gained during the war years, 
have enabled the Commission to open new horizons for the employment of radio 
in the general fields of industry and commerce. The public has been quick to 
avail itself of the opportunity and has made demands for radio for almost ever) 
conceivable purpose. 

The most extensive recent employment of radio has been in the fields of in- 
dustry and commerce. The adaptation of radio techniques to industrial and 
transport operations has since developed rapidly and ranges all the way from 
the employment of small portable equipment for the direction of warehouse crews 
or steam shovel operators to complete radio facilities and million dollar systems 
for control of complex pipeline operations. 

The producing oil fields haye become dependent on radio as have virtually 
all the power utilities of the country. The railroads, the buses, the logging 
industry, rural electrification operations, the trucks that transport much of the 
Nation’s goods, the taxicabs, the mines, and much of the Nation’s agriculture 
require radio facilities. Most of our manufacturing industry has come to depend 
on radio in some degree for safety and operational control inside its plants. 
The industries so served by radio involve properties and vital materials worth 
billions of dollars. 

With regard to workload trends in this field, applications received increased 
from 86.628 in 1949 to 140,748 in 1954. A further increase to 150,915 is estimated 
for 1955 with a slight decrease to 146,357 expected during 1956. In this same 
period the number of authorized stations grew from 148,083 in 1949 to 262,017 
in 1954, representing the use of nearly 653,000 fixed and mobile transmitters. It 
is estimated that 292,000 stations will be in operation by June 30, 1955. While 
the growth trends were occuring, the average employment declined from 153.2 
in 1949 to 119.38 in 19455. 

The 1956 budget requests an average employment of 114.5 to carry on the 
functions of the Bureau. This is 25 percent less than was available in 1949 
while the workload is expected to be 65 percent heavier. Our ability to ac 
complish the essentials of regulation in this field with a staff of 114.5 will depend 
upon further improvement in staff productivity. Although some improvement 
may reasonably be anticipated, the backlog of applications on hand on June 30, 
1955 is expected to be approximately 21,000 and it is estimated that this back 
log will increarse to 30,000 by June 30, 1956. 

The increase in the number of stations places additional burdens on admin- 
istrative activities. More stations mean more technical complications. 
Throughout the rapid postwar expansion the sunspot cycle was extremely 
favorable and skip interference was not much of a problem. We have now 
passed the low point in the cycle and the next few years will witness much long- 
range destructive interference between radio systems thousands of miles apart, 
particularly on frequencies below 50 megacycles. The number of licensee com- 
plaints to the Commission can be expected to increase materially, and it will be 
necessary for the staff to take steps to alleviate some of the trouble, particularly 
where safety services are involved. This may require a revamping of alloea 
tion patterns and the careful engineering of systems, both old and new, into those 
patterns. 

IV. FIELD ENGINEERING AND MONITORING 


: In making a grant the Commission determines the conditions of the authoriza- 
tion to he observed by the licensee. Considerable effort and skill go into the mak- 
Ing of the conditions and if they are either unfulfilled or improperly carried out, 
an coal service to the public results and to this extent such efforts are nulli- 
1e¢ 

To insure that required conditions are met, the Commission's Field Engineer- 
ing and Monitoring Bureau engages in monitoring and enforcement activities. 
These activities provide a check on a large percentage of the hundreds of thou- 
Sunds of users of radio energy. The inspection of transmitter facilities and the 
Surveillance of the radio spectrum through monitoring permits the Bureau to 
determine compliance with technical requirements by licensees, detect un- 
licensed operation, and track down causes of interference. The above are policing 
functions and must. be carried out with a reasonable degree of effectiveness to 
Provide maximum use of the radio spectrum in:the public interest. 
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The Field Engineering and Monitoring Bureau is also responsible for the ey. 
amination and licensing of all classes of commercial radio operators, technica) 
assistance to the public, industry, and Government through the location of log 
aircraft and ships, technical assistance in limited projects, and through inter. 
ference elimination. Radio interference is and has been a serious problem jy 
radio utilization. Interference is the basic reason for international agreements 
and rules concerning radio usage. The fact that the spectrum is limited makes 
problems more complex as new equipments and new capabilities are made ayajj. 
able to users and potential users. 

Effective as of November 13, 1954, an agreement between the United States 
and Canada requires annual inspection and certification of some 500 ships 0 
the Great Lakes, including the reexamination of approximately 2,000 masters 
and mates. Preparatory work for this certification project was initiated by the 
Commission in fiscal year 1955. Formal certifications will be continued into 
fiscal year 1956 with reinspections to follow thereafter on an annual basis. — 

Medical diathermy equipment was brought under the Commission’s rules on a) | 
July 1, 1953. Unfortunately, many users of such equipment are still not in con- ( 
pliance and, since one machine can produce widespread interference, the Con- 
mission has embarked upon a program of obtaining compliance through personal ¢ 
contacts, i. e., visits to the scene of operations to observe the effects of operations. 
This action followed conferences with industry which strongly urged, in the 
interest of interference elimination, that firm and persistent pressure be brought 
to bear on those in noncompliance. The program of seeking compliance is being 
carried on within the existing personnel structure and results in curtailments in % 
other fields of activity. - 

As in the previous fiscal year, attention must continue to be given to the en- 
forcement of stricter requirements concerning harmonic emission of radio equip 
ment. Worldwide frequency allocations can be delayed because of spurious enis- 
sions by radio transmitters licensed for normal communication. 

Outside the field of radio communication, the application of radio principles 
to industrial processes has continued to grow. Unless controlled, such applica- 
tions directly affect thousands of radio and television listeners and affect radio 
communication services in the public safety and national defense fields. Com- 
plaints continue to be received of interference to aircraft radio navigation caused 
by illegal or uncontrolled use of industrial devices capable of radiating electro 
magnetic emissions. 

A very serious problem is the noncompliance in the small boat field. With 
approximately 50,000 radio-equipped small marine craft in operation, the possi- 
bility of maintaining control through a program of self-regulation is proving 
hopeless. 

While the Bureau is continuing its program of education among the users of 
radio, seeking compliance with the radio laws and the Commission’s rules, the 
educational process must be sustained, by enforcement, if it is to have continued hi 
meaning. 

Summary of Bureau functions.—The Field Engineering and Monitoring Bureau 
is charged with monitoring, inspecting, and investigating activities to insure 
compliance with Commission’s regulations, the Communications Act, and appli- 
cable treaties. It renders emergency and special engineering service to the public: 
processes station applications to determine compliance with the rules with ii 
regard to antenna location, marking, lighting and height; it serves the public, 9 
radio stations, and Government agencies in the elimination of interference; it , 
administers the operator rules and gives operator examinations and issues col: nc 
mercial radio operator licenses; it brings authoritative Commission representa ) 
tion within easy reach of licensees and the general public; it administers rules 
relating to medical and scientific apparatus of radio character; and it is fre 
quently approached by military and security organizations for assistance "8 
radio problems which no other agency is equipped to handle. L 

The Field Engineering and Monitoring Bureau consists of: 

1 departmental offices. mn 
6 regional managers’ offices. M 
24 district offices. 
6 suboffices. ? 
1 ship office. ; 
10 primary monitoring stations. 
8 secondary monitoring stations. I 

The principal activities involved are grouped under (1) departmental, (2) 

monitoring, and (3) enforcement. 
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1, Departmental.—The departmental! function is principally that of ¢ontrol of 
feld operations providing guidance and review for field activities. Liaison is 
maintained with the general public through the field establishments and with 
other Government agencies located in the same general area. Departmental in- 
cludes the Office of the Bureau Chief and the following divisions: Monitoring, 
Inspection and Examination, Engineering, and Field Operating. 

The following table shows by organization the average employment used in 
1954 and estimates for 1955 and 1956. 


Average employment 


Organization unit 


| 
1954 actual | 1955 estimate | 1956 estimate 





(a) Office of Bureau Chief 

) Moniiorin® S760 ccnicnnharntransessernte 

¢) Inspecting and Examining Division ---.--- 

i) Engineering Divislom,> 25... 2222...0.2.--2- ee 
i) Field. Operating Si vision... «~~ 0 20-2 -orneseent 


SE US oe iat Suk cane nea nan eae 





9. Monitoring.—Monitoring consists of observing and measuring the trans- 
witted radio signal to determine whether operating procedures and technical 
signal characteristics are in accordance with the terms of the authorization. It 
is also the method by which the Commission locates clandestine or unlicensed 
stations, and the source of interferences. The monitoring process also results 
in the collection of data on frequency usage to aid in international conferences 
and domestic frequency allocations. The following subactivities of monitoring 
are defined and highlighted : 

Cases are work assignments resulting from requests for monitoring action or 
the followup in connection with discoveries of unlicensed operation or sources 
of interference to important communication networks. The number of cases 
received is not under control of the Commission since it depends upon the demands 
of the public, industry, and other Government agencies. In 1954, 8,173 monitoring 
cases Were handled by the Bureau. 

Cruising is the name given to the monitoring process wherein a trained observer 
tunes through the radio spectrum with special receivers for the purpose of dis- 
“overing violations of radio laws, regulations, or treaties, for instances of inter- 
ference that can be prevented before they cause trouble; or for unlicensed, illegal, 
or clandestine radio transmissions. It is through the cruising process that 
uonitoring enforcement makes itself effective since the violator is never certain 
hat his transmissions are not being intercepted and the resources of the law 
brought to bear upon him. Effective cruising provides monitoring data for the 
‘mmission, for other agencies and for the International Telecommunications 

nion in fulfillment of an international obligation. 

Marine watch is a specialized form of monitoring to insure against interference 
n the distress frequencies and to insure that appropriate priority is given to 
istress traffic. The results of these observations also serve to keep the Commis- 
sion advised concerning the progress of marine radio and whether or not meas- 
res promulgated for safety purposes are effective. This type of monitoring 
Activity will be staggered to provide the best possible coverage with the man- 
Wer available. 

Engineering measurements describes the process employing intricate and costly 
leasuring devices for the purpose of ascertaining the frequency of a station; its 
and width, its signal characteristics, any undesirable quality, and for determin- 
ig compliance with technical regulations. 

Communications are a necessary part of monitoring. The continental primary 
monitoring stations are linked by a private line printer giving instantaneous 
vommunications with Washington headquarters. Secondary monitoring stations 
es per tee in Alaska and Hawaii are linked with the network by two net con- 
ao ations, one at Livermore, Calif. and one at Laurel, Md. Through commu- 

cation, the monitoring network is either brought to bear as a single unit upon 

Problem or the network may operate in 2, 3, or more segments giving a flexibility 

viene a in greater efficiency. Instantaneous alerts are necessary because 

ator may be on and off the air quickly. 
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Direction finding isan adjunct to monitoring and is the means by which illega| 
Stations and other unidentified signals or sources of radio interference may jy 
located. A synchronized network of long-range direction finders feeds bearings 
into the Washington, D. C. plotting center where “fixes” are evaluated. [pj 
censed and clandestine stations and sources of radio interference are located by 
these “fixes” to within a relatively small area, thus enabling mobile units to take 
over quickly and determine the exact location. This is also the system use 
in plotting the location of lost aircraft and seacraft emergencies, and obtaining 
special data in connection with defense agency research projects, such as Upper 
atmosphere weather balloon flights. 

Although there will be an overall increase in need for direction finding in 1956, 
only a small increase in personnel is being requested for this function, Th 
workload will be handled by further curtailing calibration check bearings anj 
developing increased speed of operations. 

Engineering studies: The development and continued maintenance of an ade. 
quate system of monitoring stations capable of conducting successful long-range 
direction finding and enforcement of engineering standards requires the develop- 
ment of electronics equipment for our special monitoring requirements, such as 
remotely operated long-range direction finders, the relocation of existing monitor. 
ing stations, and recording of field intensities to provide the Commission with 
distance-coverage data necessary for frequency allocation and rule revisions. 

The following tabulation shows average employment for monitoring stations: 


Average employment 


1954 actua! | 1955 estimate | 1956 estimate 





(a) Monitoring and engineering measurements___.__- 3 99. 1 107.3 107.1 
(6) Direction finding. __.........- sa eutatereiias 17.8 19. 6 | 19.9 
[A : EON OI anys 9:05 cnterncieuye. steetecddebaben 14.7 16.1 | 16.0 

Total, monitoring stations. ........._.....__._____.. 131.6 143.0 143.0 


3. Enforcement.—This function includes the inspection, examining, licensing, 
and investigative activity of the staff of field offices as explained under the fol- 
lowing subheadings: 

Ship inspections: Priority in ship inspections is given to United States “con- 
pulsory equipped” ship stations, i. e., those stations required by law or treaty to 
be installed for safety purposes and to be periodically inspected and certified. 
Under this program, inspections of United States passenger ships are limited to 1 
detailed and 1 routine inspection per year. No routine inspections of United 
States cargo ships or foreign passenger or cargo ships are made; approximately 
50,000 voluntarily equipped vessels are not now being inspected. As a result 
thereof, complaints are being received from industry and from individual licenses 
advising that the service is becoming seriously deteriorated even to the extent 
that the utility of such installations for distress has been endangered. In at- 
other area, the coming into force of the Great Lakes agreement has added to the 
compulsory inspection workload. Beginning with the new shipping season, 4 
program of inspection and certification of some 500 ships on the Great Lakes wil! 
get under way and be continued on an annular basis thereafter. All of the fore- 
going adds up to the necessity of an increased staff and therefore one additional 
position is being requested for this purpose. 


Number of active United States ship stations 


1954 actual | 1955 estimate | 1956 estimate 


: 1,0 
Comnaperionray aieie atthe sc oe 04s nds sac sviwbnncnncnst 1, 219 | 1, 300 | 53" a 
Voluntary ship stations..........--...--..-.--- Ste onnee 41, 000 | 47, 800 53, 
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Land and aircraft station inspections: Sampling inspections of the equipment 
of non-Government land and aircraft radio stations are made by engineers of 
our field offices. During inspections, antenna tower lighting and markings are 
checked, technical operation is observed, and records of past operations are 
viewed to determine whether the stations comply with applicable operator 
requirements, treaties, laws, rules, regulations, standards, and the terms of 
their operating authorizations. The expansion of the various radio services 
in general, and the television broadcast service in part*-ular, will reduce per- 
entagewise the stations we can inspect. Such inspections as can be made will 
«ontinue to be limited to new and modified broadcast stations, news stations in 
the public safety and special radio services, stations with poor technical records, 
and stations that can be inspected with facility while our engineers are on 
operator examination or investigative trips. 

The following table shows the number of active land and aircraft stations, 
excluding amateur stations, for 1954 and estimated for 1955 and 1956; and 
inspections completed : 








1954 actual 1055 estimate 1956 estimate 


| 


Rroadeast stations (all classes) -- -- --- inl ! 5, 881 16, 755 17, 760 
Other than broadcast and amateur-___- : a aie 96, 520 | 113, 269 132, 376 

OS heed 102, 401 120, 024 140, 136 
Inspections. .. ‘ ape 7, 155 6, 050 6, 000 





Includes remote pickup. 


Radio operator examinations: Under the provisions of the Communications 
Act, licensed radio operators must, in general, be provided at all licensed sta- 
tions. Increased demand for radio operator licenses occurred in 1954 and con- 
tinued in 1955 as a result of growth in the number of stations and increased 
activity in the electronics industry. Necessary examinations, precedent to 
licensing, are conducted, examination papers are graded, and commercial oper- 
ator licenses are issued by the engineering field offices. The anticipated drop in 
restricted radiotelephone operator permits issued did not materialize as of 
January 1, 1955. The program to increase the scope of “mail” examinations in 
the amateur service and the utilization of volunteer examiners was adopted 
but has not as yet noticeably reduced the examination workload. 

The workload with respect to operator licenses has increased in a new direc- 
tion since the Commission, in early fiscal 1955, instructed the staff to direct 
inquiries concerning membership in subversive organizations to applicants con- 
cerning whom the Commission has received information that the applicant may 
bea member of the Communist Party, or an organization which teaches or ad- 
vocates the overthrow of the Government of the United States by force or 
violence. In some instances this action has resulted in demands for hearings. 
The Commission also issued proposed amendments of its operator rules which 
if adopted would require all applicants to answer questions concerning their 
membership in Communist organizations or organizations which teach or advo- 
cate the overthrow of the Government of the United States by force or violence. 
lt is anticipated that if these rules are adopted, there will be a considerable 
increase in the number of applications that will be designated for hearing. 

_ Investigations : Unauthorized radio activity which, if uncontrolled, could result 
ina chaotic situation in the radio spectrum in addition to affording ideal cover- 
‘ize for subversive and other clandestine operations. Investigation of major 
violations of licensed stations is essential to carrying out the Commission’s re- 
‘ponsibility for enforcement of the Communications Act. The growth of tele- 
Vision naturally results in a corresponding increase in complaints of interference 
‘0 TV reception as more persons acquire TV receivers. Interference from inci- 
dental radiation of radio-frequency energy by industrial, scientific, and medical 
“pment, radiating receivers and radiating community antenna systems, re- 
(res increasing attention. The problem of interference to air navigation aids, 
‘s indicted by urgent complaints by the CAA and the military, forewarns of 
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the need for increased personnel. Additional personnel is not requested fo, 
1956 although the present staff is insufficient to do more than most essential 
duties on a priority basis. 

The following schedule shows the investigation workload : 





1954 actual | 1955 estimate | 1956 estimgt 





Investigative cases: 


(6) THRIEIIEONND... 5.0. no neee ces ce anes. su byeubeseeeeeane.s 9, 756 9, 900 10,00 

(6) Other than interference. -.-.............----.---------- 962 1, 000 1 0 
i er eee 10, 718 10,900! Law 
Complaints received (see note)..........-..------------------- 18, 037 18, 500 0 ON 
Wenbbocmnes Went iome Gone ois oes 5 i ss nck his ei 52 66 ; 





Nore.—A single interference source May result in several complaints. Many complaints are never invest. 
gated because of insufficient personnel. 


Engineering studies and measurements: Continuous technical studies must be 
made in connection with the equipment and operation of licensed stations. Lini- 
tations of the radio art require personal inspections and measurements of various 
types to assure that stations are rendering the quality of service to which the 
listening public is entitled by the Communications Act. Advances in ship radio 
equipment and techniques require study and measurements by our field engineers, 

Public service: In 1956, as in past years, the public is expected to continue to 
call upon our field offices for radio information and assistance in the licensing of 
radio stations of all classes. No reduction is planned in this service to the 
publie. 

Application processing: The assistance rendered by our port offices to small- 
boat owners in 1955, by the processing of interim ship station applications, is 
expected to increase in 1956, due to the fact that the public is becoming more fully 
aware of the expeditious service our offices render in this connection. It is be- 
lieved that this activity is justifiable on the basis of its twofold benefit to the 
public: (1) permitting small-boat owners to promptly obtain radio station licenses 
and (2) avoiding unlicensed operation of ship station transmitters. 

Summary by activities showing manpower requirements : 





| 1954 actual | 1955 estimate 1956 estimat 


Cs RN iis prises oer i hd ee Se 25.9 20.0 21 
RN gn so baragbed wmptanat duc waked 21.0 18.0 18 
Coreen GURMION a ic hs sess hh 33.3 28.4 3. 
Nc Be i at 50.0 | 50.0 
Engineering studies and measurements. -..--..----------- rere 13.0 | 13.2 | 13.2 
Tene ee oe ee Le puben ab edbe 15.2 | 11.5 I 
AVOIR ISI UOON Gis. sh bo ck ned de dt cab. ues 0 3.9 { 
NE ad a ee ae ee ay ee ie eee 158. 4 | 145.0 14 


Enforcement activities required an average employment of 158.4 in 1954. In 
1955, funds provided for an average of 145. Funds requested for 1956 will provide 
146, an increase of 1. 

The following schedules show the location of field offices and manpower require- 
ments : 
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|  Fiseal year 1954 Fiscal year 1955 Fiscal year 1956 


| 


Location | | 


Average | Average «| Average 
employ- | Positions; employ- | Positions; employ- 
ment | ment ment 


Positions 


} 
i 
j 
} 


erate MONITORING OFFICES 


a 


New York (regional manager) 
Atlanta (regional manager) 











) 
“2 Houston (regional manager) 
. san Francisco (regional manager) - --| 
11, Seattle (regional manager) 
0.00 Chicago (regional manager) ....--.-- 
"? Detroit (regional manager) 
Anchorage (regional manager) aed 
ae Honolulu (regional manager) -.-..---- 0 1 0 
er investi. Millis (primary) 2 8 i 5 
Laurel (DriMGFY) < 6 wens d ones ecese] .o ‘ | ‘ 
Powder Springs (primary) 2 8 11 8 
must be Kingsville (primary) 8 8 11 8 
Limi Santa Ana (primary) 2 8 il 8 
alli- Livermore (primary) 4 7 7 
Various Portland (primary) --- 3 8 11 8 
ich the Grand Island (primary) 1 | 6 11 8 
. Allegan (primary) 2 0 11 | 7 
p radio Lanikai (primary) .6 | - 10 3 
= ineers, Anchorage (primary) .4 cand 
inue to Anchorage (secondary) ........------ 4 | 3.8 4 | 8 
iad Fairbanks (secondary) 4 | 9 4 | ‘2 
SINE 1 Spokane (secondary) + 3.8 | 4 8 
to the Twin Falls (secondary) 4 8 4 8 
Muskogee pate vn! 4 .8 4 .8 
) lexington (secondary wis Kihtik edalls al adielita - 
small. Chillicothe (secondary) 4 3.5 4 8 
ons, is Searsport (secondary) 3. 4 | 3.8 | 4 3.8 
‘e fully Fort Lauderdale (secondary) 3. 4 3.6 | 4 .8 
| is be- 143.0 0 
to the = 
‘CeNses ENFORCEMENT OFFICES 
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New York (regional manager) 

Atlanta (regional manager) 

Houston (regional manager) 

San Francisco (regional manager) - - - 
Seattle (regional manager) 

Chicago (regional manager) 

Detroit (regional manager) 

Anchorage (regional manager) 
Honolulu (regional manager) -------- 
Boston 


oo 
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Philadelphia 
Baltimore 
Norfolk 
Newport News 
Atlanta 
Savannah 
Miami_. 
Tampa 
New Orleans 
Mobile __ 
Houston 
Beaumont. 
Dallas 
juire- Los Angeles 
San Diego 
San Pedro 
san Francisco 
Portland 
Seattle 
Denver 
St. Paul 
Kansas City 
Chicago... 
Detroit 
Buffalo. ___ 
Honolulu 
San Juan 
Juneau 
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Ve. COMMON CARRIER ACTIVITIES 


The Commission’s common carrier activities consist of the regulation of oye 
»,000 public utility companies (common carriers) that furnish interstate and 
foreign telephone and telegraph services by wire, cable, and radio, as well as the 
licensing for use of radio in any common carrier communication service. 

The purpose of these activities, as expressed in section 1 of the Communic. 
tions Act, is “ * * * to make available, so far as possible, to all the people of 
the United States a rapid, efficient, nationwide and worldwide wire and ragdiy 
communication service with adequate facilities at reasonable charges * * +» 

The Commission’s responsibilities in guarding the public interest in com 
munication services are immeasurable. The national defense as well as the 
economic and social life of the United States, and to a great extent of the world. 
are importantly dependent upon the rapid and efficient telephone and telegraph 
services of American carriers. The public is paying over $5 billion a year for 
communication services to the companies that are subject to regulation by this 
Commission. That the Commission’s responsibilities to the public are extremely 
great is readily apparent when it is considered that this tremendous aggregate 
amount is the sum of many millions of small transactions, each one in itself 
usually not justifying self-protective action by the individual user of the sery. 
ice. The companies regulated by the Commission operate as monopolies or in 
restricted competition. By its regulation the Commission is responsible for se- 
curing for the public all the benefits of constantly improving service and reason- 
able rates that would be obtained by competition in the usual commercial field. 

Common carrier workloads have been increasing over the past several years, 
in contrast to reductions in staff, with the result that many important regulatory 
matters have been deferred. Although the Commission’s detailed activities 
relate to a wide variety of subjects they are principally directed toward two 
broad objectives, (1) reasonable rates and (2) adequate service. The Com- 
mission is required to initiate investigations of all phases of a carrier's opera- 
tions, including rates, services, contractual relationships, management, ete., neces- 
sary to fulfill its statutory mandate to protect the public interest. The degree 
of successful fulfillment of this regulatory responsibility depends upon the ability 
of the Commission to conduct the necessary investigations expeditiously and effee- 
tively. The amount of funds available for staff and related expenditures neces- 
sarily limits the scope, quality, and dispatch of this work. 

In addition to the foregoing responsibilities, many provisions of the act require 
specific actions by the Commission : 

1. Carriers file about 18,000 sheets of tariffs each vear which specify in detail 
the services and facilities offered to the public, the conditions under which 
offered, and the applicable rates. These must be analyzed to determine com- 
pliance with prescribed rules and regulations, that rates are just and reasonable, 
and that the service meets reasonable needs of the public. 

2. Carriers and prospective carriers file over 4,000 applications each year to 
obtain authorization for such actions as commencing common carrier service, 
adding lines and circuits, acquiring property, reducing service, and using radio 
frequencies. Applications involving new operations and expansion of facilities 
are processed to determine public need, adequacy, prevent overexpansion, and 
assure economical and efficient operation. In addition applications from pros- 
pective carriers are processed to resolve conflicts with other applicants or exist- 
ing services, and to determine that applicants are technically, financially, legally. 
and otherwise qualified. Applications involving reductions in service are 
processed to determine that the public will not be adversely affected. that ade- 
quate alternative service is available and that the carrier will realize benefits 
from the reduction. Formal hearings are frequently required in the resolution 
of these matters. 

3. To insure adequate regulation. the Comnsission regulates all aecounting by 
common carriers in accordance with the provisions of the act. This activity 
includes enforcement of the Commission's general accounting rules through field 
studies and reporting requirements. studies to determine necessary improve 
ments in accounting and operations of carriers, and passing upon specific account- 
ing procedures pronosed by carriers. 

4. The Commission prescribes depreciation rates in accordance with a mandate 
of the Communications Act. This activity is necessary because of the highly 
controversial nature of depreciation charges and the important effect they have 
upon charges to the public for communication service. For example, deprecia- 
tion charges of large telephone carriers regulated by the Commission are running 
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over $400 million a year, which is about one-eighth of their total operating ex- 

yenses. 

;. Pursuant to the statutory mandate the Commission handles several hundred 
complaints and inquiries each year. 

There is outlined below the major problems in each of the three common carrier 
felds regulated by the Commission, i. e., (1) domestic telephone (2) domestic 
telegraph, and (3) international telephone and telegraph. 

(1) Domestic telephone.—The domestic telephone industry regulated by the 
Commission is one of the fastest growing as well as one of the larger industries in 
this country. The existing gross investment of $14 billion is expected to continue 
growing at the rate of over $1 billion annually, at least for several more years. 
This continuing growth in the public’s requirements for telephone service, to- 
gether with increasing costs of operation and the addition of facilities at higher 
prices have magnified the Commission’s problems in this field. 

The biggest task is the regulation of rates for the nationwide $1 billion a year 
interstate toll telephone service provided jointly by 23 Bell and 5,000 independent 
cmpanies. This involves mainly the determination of investment devoted 
to the service, allowable expenses, and profits the service is entitled to earn. 

State regulatory commissions have requested this Commission to approve a 
change in separations procedures used to allocate plant investment and operating 
expenses between interstate and intrastate operations, which change would in- 
crease interstate revenue requirements by $35 million a year. 

A formal proceeding is pending to determine proper rates for carrying televi- 
sion network programs between cities, a $30 million a year service. 

Accounting regulation is at a level which does not permit adequate coverage 
of the industry. Needed field studies have never been made of many large 
companies. 

Depreciation prescription work in 1954 produced $3 million a year annual 
savings to the public. Present staff limitations will not permit prescription of 
depreciation rates for many companies. 

Telephone service activities are increasing along with the growth of the in- 
dustry. More applications are being received and new services are requiring 
attention. Most of the formal hearings held each year relate to telephone service 
matters. Hearings may be necessary in 1956 to determine the common carrier 
status of subscription TV and community antenna systems. Again, because of 
staff limitations, the Commission is not able to keep adequately informed re- 
garding relative costs and advantages of new facilities and operating changes 
that have an important effect upon telephone service. 

(2) Domestic telegraph.—The future of Western Union’s nationwide domestic 
telegroph operations, which provide over $200 million a year in telegraph service 
to the public, is most uncertain. This uncertainty stems from the changing 
telegraph requirements of the public as well as the growing competition from 
toll telephone service and telegraph services provided by the telephone com- 
panies. A Senate subcommittee report of June 22, 1953, stressed the need for 
study of the future of the industry and proposed hearings. The kind of inves- 
tigation that should be made by this Commission to enable it to present a prop- 
erly considered recommendation to Congress would require more staff than will 
be available. 

secause of the public’s changing requirements for telegraph service, the Com- 
mission is faced with a continuous problem of balancing the public’s need for 
telegraph service against the company’s need to effect economies by reducing 
less essential services wherever possible. The volume of message telegraph busi- 
hess is declining and the company is continually requesting large numbers of 
changes in the servic provided through public offices. The efforts of Western 
Union to effect economies also have an effect upon the speed and quality of 
service which the Commission should be in a better position to evaluate in the 
interests of obtaining adequate service for the public. 

(3) International telephone and telegraph.—The worldwide international tele- 
graph and telephone systems operated by American carriers are vital to our in- 
terests from the standpoint of defense as well as economically and socially. They 
handle over 44 million telegraph and 1 million telephone conversations annually 
to foreign and overseas points. Major regulatory problems result from the 
sensitivity of traffic to international relations and foreign trade, the need to 
Operate cooperatively with many foreign systems and in foreign countries, and 
the severe competition that exists in this field. 

_A major carrier recently petitioned the Commission to conduct a full-scale 
investigation of the entire matter of rate levels and rate patterns in the inter- 
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national telegraph field; this probably will lead to extensive hearings. Several 
other formal proceedings are pending to resolve competing applications to ee 
lish circuits to overseas and foreign points. Negotiations toward merger of a 
eral major carriers are being conducted under the auspices of a Senate subcom. 
mittee. If these negotiations are successful this Commission will be expected t 
assist the Congress with enabling legislation and to act upon the regulatory 
aspects involved in the merger. If merger is not approved soon, this Commission 
must conduct formal proceedings to revise a formula adopted in 1943 prescribing 
the distribution of outbound telegraph messages among international carriers 
This formula is seriously outmoded and has been the subject of numerous com. 
plaints to the Commission. The available staff will permit very little progress 
on the backlog of formal proceedings in our international regulation. 

Cost of common-carrier regulation: In 1956, common-carrier activities are 
estimated to cost the public $702,947. This amounts to $1 for each $1,500 the 
public spends for telephone and telegraph services. The cost of telephone regy. 
lation amounts to less than 1 cent per telephone per year. This relatively insig- 
nificant cost should indicate that the public would be compensated many times 
over by the provision of sufficient funds for adequate regulation. 

In contrast to the growing workloads, the Commission’s common-carrier actiy- 
ities have suffered severe cuts in personnel during the past 5 years. The budgets 
provided for an average employment of 161.4 in 1950, 147.6 in 1951, 122.5 in 1959. 
107.9 for 1953, 107.1 for 1954, and 108.8 for 1955. The estimate for 1956 for 
common-carrier activities total 108.6, 


VI. EXECUTIVE, STAFF, AND SERVICE ACTIVITIES 


This section includes the adjudicatory, top policymaking, and decisionmaking 
functions for the activities presented in section I-V. It also includes the profes- 
sional staff advisory groups and the central administrative activities of the Com- 
mission—budget, organization and methods, personnel, and service. 

1. Office of Conmissioners.—This budget provides for the attorney, engineer, 
and secretary or confidential assistant contemplated by recent amendments to 
the Communications Act, plus the clerical personnel required to perform the large 
volume of work carried on in these offices. The professional staff is required to 
provide each Commissioner with high level advice and assistance on rulemaking, 
authorizations, hearing cases, and other matters coming before the Commission. 
The slight increase in average employment will result from shorter delays in 
filling positions as they become vacant. 

2. Office of Reports and Information.—This office prepares releases for public 
announcements of official Commission actions, acts as central information contact 
point for industry and the public; releases formal orders, decisions, opinions, and 
rules. No increase in this minimum staff is requested for 1956. 

8. Office of Administration—The four divisions of this office report to the 
executive officer who in turn serves as staff to the Chairman on various adminis- 
trative matters. These activities, which are common to all Federal agencies, 
mav be described briefly as follows: 

(a) Budget and Fiscal Division: Prepares and recommends budget estimates 
and allotments, performs auditing, payroll, and fiscal accounting functions, and 
prepares financial and workload reports. 

(b) Organization and Methods Division: Conducts organization and pro- 
cedure studies, records management, and forms control programs: recommends 
allocation of space, and develops and coordinates system of issuances and man- 
uals. 

(ce) Personnel Division: Performs recruitment, promotion, position classif- 
eation, employee relations, training, and personnel-records activities. 

(d) Administrative Services Division: Includes procurement of supplies and 
material, maintenance of property records, duplicating and tabulating functions, 
and provides telephone service. 

Every effort has been devoted in recent years to increasing the efficiency and 
decreasing the staff of these units. A further reduction is estimated for 19%. 
The average employment for the Office of Administration has been reduced from 
83.3 in 1954 to 79.9 in 1955, and is estimated at 79.3 for 1956. } 

4. Office of Chief Engineer.—Most of the activity and manpower of this unit 
are covered in part I, Applied Technical Research and Frequency Allocation. 
The Chief Engineer’s office provides solutions to engineering problems on which 
the Commission can base its highest-level policies and most important decisions. 
A very small reduction in average employment is estimated for 1956. 
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5. Office of General Counsel.—This office is responsible for litigation, draft- 
ing, and commenting on proposed legislation, promulgation of general and pro- 
cedural rules, and serves as chief legal adviser to the Commission and its various 
organizational units. The only significant increase anticipated is in litigation 
and results from new amendments to the Communications Act and TV matters. 
6. Office of the Chief Accountant.—The Office of the Chief Accountant is 
responsible for developing the accounting principles to be observed by the com- 
munications companies subject to the Commission’s jurisdiction and for 
formulating appropriate rules and regulations with respect thereto. This office 
also provides expert assistance to the Commission and its respective bureaus 
on economic and statistical matters. An estimated average employment of 18.1 
will be required in 1956 to dispose of the most urgent problems as compared with 
the 18.3 available in 1955. , ’ é 

7. Office of the Secretary.—The Secretary of the Commission is the custodian 
of official Commission records ; prepares official records of actions taken by the 
(Commission; signs all orders, permits, licenses, or other instruments of author- 
ation made, issued, or granted by the Commission; and is responsible for the 
following divisions: Library, dockets, minutes, international telecommunications 
settlements, mai' and files, messenger, and technical assistance (point 4). No 
changes are estimated in these segments of the budget. 


VII. OTHER OBLIGATIONS 


This section of our budget request covers our estimate of costs for items other 
than personal services. The requested amount for 1956 is $679,500 as compared 
with $678,900 appropriated for 1955. While the totals remain about the same, 
there are some increases and decreases by object class. 

The following schedules set forth the distribution of nonpersonal services 
actual obligations for 1954 and estimates for 1955 and 1956 by object class and 
by major activities. 





Object class 1954 actual | 1955estimate | 1956 estimate 


Travel. _ e See oe ile a nb agtewecens ; $71. 210 $65, j $65, 000 
Transportation of things : 22, 373 : | 15, 000 
4 Communications services. -.-..........------- menace naelie ant 1165, 706 | | 185, 000 
Be ae sbaSudenns aeuunan) 51,471 50, 50, 000 
Printing and reproduction ..-......-.......-------.--- sre4 58, 162 29, 000 
? Other contractual services............................ — 167, 666 109, 900 
Supplies and materials Gechenciilareaticte 118, 186 | 105, 000 
Equipment... ae pasa , 3 155, 056 3 108, 500 
Land and structures... _....--- ‘ sgimalsoat 13, 000 | ; 11, 500 
Awards and indemnities_...........- : 210 | 600 


Total 3 pigmienaiguth Saks anes bameeneea naalinash 823, 040 | 679, 500 








By activity 1954 actual 1955 estimate | 1956 estimate 
| 


. Applied technical research and frequenc : $65, 826 $55, 836 | $48, 924 
. Broadcast ies 68, 177 | 63, 630 56, 298 
1. Safety and special radio services. __-_..-_- ne wee 57, 187 | 41, 930 57, 228 
’. Field engineering and monitoring bit dali ims 3441, 193 | 5 389, 220 | 3 393, 369 
V, QORNINIIN GUGINO Soerrerate te Soin a wanagacecesaae| 34, 643 | 29, 390 | 29, 075 
. Executive, staff, and service.............-............-..-| 156, 014 | 94, 606 


$23, 040 | 578 679, 500 


' Does not include $14,404 additional paid from working funds. 
* Does not include $10,000 additional paid from working funds. 
ioe $3,513, $4,900, and $4,500 for 1954, 1955, and 1956, respectively, for reimbursements from non- 
eral Sources, 


02 Travel—The $65,000 requested for 1956 is the same as our requirements 
for 1955. No unusual situations are anticipated which would require any signifi- 
cant increase or decrease. We propose, therefore, to continue our tight travel 
policy for another year. 

3 Transportation of things—No change requested. Our estimate of $15,000 
Projects the very tight program imposed by the 1955 allowance. 
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04 Communications services.—A requirement of $185,000 is estimated. The jp. 
crease of $9,000 in this item stems from the costs which have heretofore pee, 
charged to working funds as a part of the cost of services rendered. 

05 Rents and utilities —These costs are fairly well fixed. 
fore remains at $50,000. 

06 Printing and reproduction.—The request of $29,000 is the same as the 1957 
allowance. It is our intention to continue our very tight policy on printing ang 
reproduction. 

07 Other contractual services.—Our request for this item is $109,900 ag cop. 
pared with the $115,500 required in 1955. The major portion of the decrease js 
applicable to the relocation of the Alaska monitoring station. 

08 Supplies and materials.—A reduction from $114,200 to $105,000 is estimated 
for supplies and materials. The reduction will be made in duplicating ang 
general office supplies. This will be possible because of the reduced average 
employment. 

09 Equipment.—The amount requested is $108,500. This amount is necessary 
to maintain an adequate replacement program, and to provide new equipment 
for color systems. 

10 Land and structures.—A total of $11,500 is requested. This amount wil! 
provide for a prefabricated type building for the Anchorage monitoring station 
and the station to be relocated in Muskogee, Okla. 

13 Awards and indemnities.—Small increase of $100 requested. 


Our estimate there. 


SUMMARY OF REQUIREMENTS BY ACTIVITY AND BY BUREAUS 


Mr. Tuomas. Mr. Reporter, follow that with the table on pages 
and 30, and 31 and 382. 


TaBLE A.—Summary of requirements for personal services and other objects by 












































activity 
1954 actual 1955 estimate 1956 estimate 
Activity Average Average | | Average | 
employ- | Amount | employ- | Amount | employ-| Amount 
ment | ment | ment 
I. APPLIED TECHNICAL RESEARCH 
AND FREQUENCY ALLOCATION | 
A. Personal services: 
1. Technical research _-_- 77 $120, 849 18.3 | $127,947 18.3 $128, 093 
2. Frequency allocation and | 
oo re eae 29. 5 174, 264 28.7 165, 465 27.8 | 166, 119 
2: AAG siasiikn ciiiwiinnmnin 13.8 86, 637 13.9 87, 842 13. 6 | 88, (138 
elie ns SUE ea | 61.0] 381, 750 60.9| 381,254; 59.7 382, 24 
Working funds-.----..--.----- 18. 2 | 134, 840 19.7 142, 000 | 18.1 | 137, 720 
Total, personal services_ -- 79.2 516, 590 80. 6 | 523, 254 77.8 519, 97 
Bi Other ORME 2 oss 0.02. ce, : 65, 826 eee 55, 836 |__. 48, 924 
Total, obligations... ...-..---- : _| 582, 416 ; a 579, 090 | 568, 84 
Il. BROADCAST ] 
A. Personal services: 
1. Television: ~ 
Broadcast Bureau - - - 80.7 | 462, 518 49.6 287, 136 51.1 298, 85 
Hearing examiners. ---| 28.2 | 191, 970 13.7 104, 000 | 10.5 84, Si 
Opinions and review - -| 11.8 | 76, 675 9.7 | 65, 050 | 8.8 60, 
Dockets - - } 6.6 | 23, 800 | 6.2 | 24, 020 | 4.1 15, & 
ji SS 127.3 754, 963 | 79.2 | 480, 206 | 74.5 460), (57 
2. AM: Part ‘ a 
Broadcast Bureau - - --| 72.9 417,815 | 83.7 | 483, 385 | 79.7 465,90 
Hearing examiners. __- 1.0 | 6, 808 | 8.5 | 64, 539 | 7.2 ee 
Opinions and review. - | 4.7 30, 539 6.1 40, 903 | 6.0 ee 
Dockets. ..--- a 2.6 | 9, 400 3.4 | 13, 174 | 4.1 15,84 
Total, AM. .<enner 81.2 | 464, 562 | 101.7 602, 001 97.0 _ ds 
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T.ptE A.—Summary of requirements for personal services and other objects by 








The ip. actinty—Continued 
eC been : aaa -- — ee Se 
| 1954 actual 1955 estimate 1956 estimate 
there. eae 
i Activity Average Average Average 
le 1955 employ- | Amount §employ-| Amount | employ- | Amount 
ng and ment ment ment 
S com- |, BROADCAST—continued 
*aSe is \, Personal services—Continued 
3, FM 
: Broadcast Bureau - - 10.2 $58, 460 8.8 $51, 242 9.0 $52, 623 
mated : . 
iz and Total, FM --. 10.2 58, 460 8.8 51, 242 9.0 2, 623 
verage {, Auxiliary, experimental, 
developmental, ete.: i 
essary Broadcast Bureau - 6.6 37, 827 8.4 46, 913 9.5 55, 531 
pment Total, auxiliary, ete 6.6 37, 827 8.4 46, 913 9.5 55, 531 
nt will Total 225.3 | 1,315, 812 198.1 | 1, 180, 362 190. 0 1, 149, 466 
: Working funds. - 1.5 5, 000 1.5 5, 000 1.5 5, 000 
station ilielllancioeine ne : 
Total, personal services --- 226.8 | 1,320, 812 199.6 | 1, 185, 362 191.5 1, 154, 466 
BR. Other objects ek 68, 177 63, 630 56, 298 
otal, obligations - - . 1, 388, 989 1, 248, 992 1, 210, 764 
il, SAFETY AND SPECIAL RADIO. | 
SERVICES 
res YQ | 
. {, Personal services: 
1. Office of the Chief- 10.3 74, 767 10.7 77,113 11.0 77, 451 
2. Aviation._- | 9.3 63, 800 10.0 67, 950 10.0 68, 950 
3. Marine | 10.4 73, 897 11.0 77, 845 11.0 78, 304 
ects hy 4. Public safety and ama- at i x wi 
teur 8.3 8. 7 58, 715 9.0 61, 741 
5. Industry and commerce an 9.0 63, 196 9.0 64, 630 
ee 6. Authorization analysis 78.3 | 69.9 312, 185 64.5 308, 924 
nate Total, Bureau_- | 124.3 679, 749 119.3 657, 004 114.5 660, 000 
a 7. Hearings (examiners) - oT 680 na 759 1 824 
8. Hearings (opinions and | 
review) .3 1, 949 3 2,012 «2 2, 063 
mount 9. Dockets_ | ee 3, 969 1.1 4, 030 1.1 4, 260 
—— Total, personal services | 125.8 686, 347 120.8 663, 805 116.0 667, 147 
B. Other objects 57, 187 41, 930 57, 228 
Total, obligations _- 743, 534 705, 735 724, 375 
has oe IV, FIELD ENGINEERING AND MONT | 
$128, 093 TORING 
a a | 
166, 11 \. Personal services: 
5S, Usd 1. Departmental. | 53.4 300, 048 51.7 302, 725 50.0 301, 000 
SIR 2. Monitoring (field) - - 131.6 | 706, 448 143. 0 768, 364 143.0 | 780, 569 
a 3. Enforeement (field) -- 158. 4 888, 007 145.0 795, 803 146. 0 790, 731 
vi, ia — _ _ — - - 
: 519.97 Total, field engineering 
ry on ind monitoring 343.4 | 1,894, 503 339.7 | 1,866, 892 339. 0 1, 872, 300 
Nat 4. Hearings (hearings exam- 
568, 804 iners) - .5 3, 404 5 3, 796 5 4, 040 
7 Total ss 343.9 1, 897, 907 340. 2 1, 870, 688 339. 5 1, 876, 340 
Working funds_ 19.9 115, 421 39.1 182, 600 
Total, personal services. | 363. 8 2, 013, 328 379.3 2, 053, 288 339. 5 1, 876, 340 
— B. Other objects : 441, 193 389, 220 393, 369 
DOS, 5. ae ee 7" - . ’ ial. “ 
= on Total, obligations_________ | 2, 454, 521 2, 442, 508 2, 269, 709 
15, 8 eens scab meme ce ce - . 
460), 057 
465, 97 
58 | 
41, 25 
15. ay 


581, 255 
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Taste A.—Summary of requirements for personal services and other objects jy 











































































































activity—Continued : 
1954 actual | 1955 estimate 1956 estimate ¥ 
Activity | Average Average | | Average z 
employ- | Amount | employ- | Amount | employ- Amoun ¥ 
| ment | | ment | ment ~ 
ae eo oe at Ta 1 | cnet * z, 
Vv. COMMON CARRIER | 3 
A. Personal services: | 5 
1. Domestic telephone com- ~ 
munications: y 
(a) Rate regulation _--| 41.9 $266, 189 | 42.6 $273, 545 | 45.0 $201, 429 be 
(b) Service regulation. | 16.2 | 102, 918 16. 5 105, 951 | 16. 5 106, 857 S 
re 58.1 369, 107 | 59.1 379, 496 | 61.5 398, 285 3 
SEES a - ¥ 
2. Domestic telegraph com- | . 
munications: 3 
(a) Rate regulation - -- 12.0 76, 235 12.2 78, 339 10.0 64, 782 ~ 
(6) Service regulation _| 10.7 | 67, 977 10. 9 | 69, 992 10.9 70, 59 y 
Total.......---- 22.7 144,212| 23.1 148, 331 20.9 135,382 . 
3. International communi- | a. Te =a . 
cations: = 
(a) Rate regulation - -_| 8.4 53, 365 8.5 54, 581 8.3 53, 752 > 
(b) Service regulation_| 10.7 | 67, 977 | 10.9 | 69, 991 10. ¢ 70, 5% S 
Rs ecammcas 19. 1 121, 342 | 19. 4 124, 572 | 19, 2 124, 342 : 
Sr es | Se 1S - ¥ 
4. Statistics............-.-.- 3.4| 21,600 | 3.4| 21,832 | 3.4 2. 09 : 
Total, Bureau......._-- 103.3 | 656,261} 105.0] 674,231| 105.0; — 680,0n : 
5. Hearings (examiners) - ---- 1.7 11, 573 1.7 12, 906 1.5 12,12) 
6. Hearings (opinions and ; 
COND) «0 oo ode Siena 9 5, 848 .9 6, 035 9 6, 187 x 
FT oscnceeavcensinel 1.2 4, 330 1.2 4, 396 i 4, 64) : 
Total, personal services.| 107.1 | 678, 012 108.8 | 697,568 108. 6 702, 47 ; 
ORR CE niki cccutanae |---------- } MEE ow Stee w dca 20, 308 |,.-....<.- 29, 075 q 
Total, obligations.........|.-...---.-| 712,655 |--.------- wee |... | 732, 022 
VI. EXECUTIVE, STAFF, AND SERVICE | a | | ‘ 
A. Personal services: : 
1, Offices of Commissioners-- 38. 5 306, 923 43.5 354, 105 43. 5 | 355, 00 ; 
2. Office of reports and in- , . 
Sees 4.0 | 25, 468 4.0 25, 500 4.0 | 25, 700 
3. Office of Administration _- 83.3 374, 181 79.9 365, 248 79. 3 365, 000 q 
4. Office of Chief Engineer _- 5.9 45, 175 5.5 42, 499 5.5 43, 750 
5. Office of General Counsel_| 15. 2 103, 786 19.3 133, 054 22.0 | 144, 00 : 
6. Office of Chief Account- 5 - 
ee eee | 18.2 124, 344 18.3 125, 831 18. 1 | 124, 000 ' 
7. Office of Secretary. ___.__- 46.9 191, 748 43.0 180, 486 44.4 189, 400 
eels 
TNE is cctninssislasredaes | 212.0} 1,171,625 | 213.5 | 1,226,723 | 216.8 | _1, 246,88) 
Working funds: "a | an 
Office of Administration. 3.3 12, 819 3.0 12, 200 1.5 5,000 
Office of Secretary... ._-- 4,2 20, 170 6.6 34, 675 7.0 36, 115 
Total working funds.__ 7.5 32, 989 9.6 46, 875 | 85 | 41,15 
Total, personal serv- a 
Sc BoP ie 219.5 | 1,204,614 223.1 | 1,273, 598 225.3 | 1,287, 965 
BD, Other CNN saa cite nanssccnge|teewnenio |. SUE A nvesencte 98, 894 |........-. 14, 6 
Total, obligations... _....|--.--.---- | 1,360, 628 |... 1, 372, 492 |....------ |__ 1,382,507 
Total, personal services............. "1,075.1 | 6,131,453 | 1,042.3 | 6,020,400 | 1,030.6 | 6, 025,0H 
Total, other objects.................].--------- fMRI oasase chs 678, 900 |.......--. 679,590 
Total, direct obligations... _....._- Peas | 6,954,493 |.........- 6, 699, 300 |... -...- | 6,704.50 
Total, working funds_.............. 47. 288, 250 69.9 | 376,475 28. 1 183, 5 
Total, obligations.........-.....-.-. 1,122.2 | 7,242,743 | 1,112.2] 7,075,775 | 1,058.7 | 6,88838 
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Mr. Tuomas. The table on page 30 shows that for the fiscal yeay 
1956 you want $6,888,335 against $7,075,775 for 1955, with an employ. 
ment load for 1955 of 1,112 positions against 1,059 for 1956. Is that 
man-years or jobs ? 

Mr. Cox. That is man-years. 

Mr. McConnavGuey. Yes, man-years. 

Mr. Cox. I would like to add for the record that that includes funds 
for reimbursable projects and the man-years for reimbursable projects 
not covered by the appropriation. 

Mr. Tuomas. How much in funds is contained in this budget for 
reimbursable projects ? 

Mr. Cox. That is shown in the last table on page 30, Mr. Thomas. 
Of the 1,112.2 personnel you referred to, 69.9 are financed from rein- 
bursable projects. 


WORK DONE FOR OTHER AGENCIES 


Mr. Toomas. What work are you doing for other agencies ? 

Mr. Cox. We have several projects that we are doing for other 
agencies. One of them is the so-called Conelrad program to contro! 
electromagnetic radiations for the Air Force. 

Mr. Tuomas. That is an old project. You have had it for 5 years. 
What is the other one? 

Mr. Cox. There are one or two classified ones. I would rather have 
the operating bureaus and commissioners speak to those. 

Mr. Tuomas. If they are classified leave them off the record but 
indicate the agencies for whom they are carried out. 

Mr. Cox. The Air Force, and the point 4 program are included in 
that total. 

Mr. Tuomas. Approximately 10 percent of your personnel load you 
are using for other projects, strictly for the outside agencies? 

Mr. Cox. No, sir; it would be nearer 5 percent I believe, Mr. 
Thomas. 

Mr. Tuomas. What is that figure, 69 positions for fiscal 1955? 

Mr. Cox. Yes, 69.9. 

Those are people we would not be able to finance, and would not have 
on our rolls, if it were not for our reimbursable projects. The figures 
the Commissioners have been using have not had these funds in them 
because they are not part of our appropriated program. 

Mr. Hype. Mr. Cox did not mean to imply, Mr. Chairman, that 
the point 4 program was classified. 

Mr. Cox. No, sir; I did not. 

Mr. Hype. No, sir, but the Air Force would be in that category. 

Mr. Cox. Our biggest project is classified, and I do not know what 
we use on it. 

OFFICE OF THE CHIEF ENGINEER 


Mr. Tuomas. Tell us about your Research Bureau right quick. 

Mr. Hype. I would like to have our Chief Engineer, Mr. Allen, speak 
on that, Mr. Chairman. ; 

Mr. Tuomas. You have 72 jobs for the Office of the Chief Engineer 
for this year. That includes the Technical Research Division, where 
you have 21 positions, the Frequency Allocation and Treaty Division 
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where you have another 31, the Laboratory Division where you have 
14, and 6 in your immediate office. 

What part of the activities, Mr. Engineer, are supposed to be a very 
important part of your business at a cost of $426,000 ? 

Mr. ALLEN. To a great extent these problems are problems of trying 
to look ahead and fit these services into the spectrum, as Commissioner 
Webster spoke of them. 

In addition to that we have the function of handling certain types 
of activities in the experimental field, and we also have day-to-day 
functions with respect to the testing of certain types of equipment used 
insome of these services. 

The engineers in the bureaus which license these services do not look 
at the individual pieces of equipment which are being licensed. 

The equipment is in particular types and our office approves the 
types of equipment, and when an application comes in with a specified 
type of equipment which is on our approved list it is automatically 
approved as licensable equipment. 

We try to increase the efficiency of the application process by cen- 
tralizing equipment approval in our Bureau. 

Mr. Tuomas. Well, it is certainly a sensitive spot in the organiza- 
fon, 

OFFICE OF THE GENERAL COUNSEL 


What about the Office of the General Counsel where you have 23 jobs, 
the same as last year, at a cost of $144,000? How many of them are 
lawyers ? 

Mr. Baker. There are 12 lawyers in that group. 

Mr. Tuomas. Do you have any lawyers in your field offices ? 

Mr. Baker. No, sir, we have no field offices, and we have no activi- 
ties of a legal nature out of Washington, except when a piece of litiga- 
tion is brought in through jurisdiction. It is only occasionally that a 
small case is handled in the field. We have no legal staff in the field. 

Mr. Toomas. What about what that lady, Mrs. Natvig, was saying, 
that vour lawyers are prompting witnesses to give information ? 

_ Mr. Baxer. I can only say, Mr. Chairman, that the trial of cases 
in front of the examiners is generally conducted by the Operating 
Bureau. I only have, in effect, the Solicitor’s Office in the General 


Counsel’s Office. 
NUMBER OF LAWYERS IN COMMISSION 


_Mr. Tuomas. How many lawyers do you have besides those in the 
Office of the General Counsel ? 
_ Mr. Baker. The last I checked on it there were approximately 60 
in other bureaus. 
Mr. Cox. We have a grand total of 71 attorneys on the rolls today. 
Mr. THomas. You mean they are not all centralized in one bureau ? 
Mr. Baxer. In accordance with a study which was made there was 
a change made in the professional organization. All lawyers are not 
under the General Counsel, and all engineers are not under the Chief 
Engineer at the present time. The lawyers, engineers, and other 
personnel are assigned to a particular office to carry out a particular 
wnction. 
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Mr. Hype. May I add, Mr. Chairman, that others legally trained qs 
administrators, are not included in the total number of lawyers, suc) 
as the Assistant Chief of the Broadcast Service and the Assistay 
Chief of the Safety and Special Radio Services Bureau. There ar 
other lawyers doing the Bureau’s work where legal training is es. 
sential. 


M 
with 


HEARING ON LAMB APPLICATION FOR RENEWAL OF LICENSE 


Mr. Tuomas. Which bureau was it that attempted to cancel this Lon 
license? Wasthat the Broadcast Section ? 

Mr. Hype. Mr. Chairman, may I just say this, that the Commision 
has found it appropriate to make an examination of the applicant 
applying for renewal of license. The matter is in hearing and I an 


sure you appreciate the difficulty that we would be in if we undertook yn 


to discuss a matter which is in the process of hearing at this time. 
Mr. Tuomas. It has not gone to hearing ? io 
a 


Mr. Hype. It is on the way. 

Mr. Tuomas. It is before the hearing examiner ? 

Mr. Hype. It is before the hearing examiner now. 

Mr. Tuomas. You are entirely right that you ought not to be dis- 
cussing matters that you are going to have to decide. 

What about the lawyers? You havea force of lawyers. 

Mr. Hype. On that, may I say that when Congress amended the 
Communications Act of 1934, they put some very carefully worded 


bro: 
ore 


pert 


provisions in the act to protect the hearing processes from any inter- - 
ference from, well, against any conversations. 

Mr. Tuomas. That is right. 

Mr. Hype. We may not even talk to the General Counsel about the \ 
progress of a case that is going on. rec 

Mr. Tuomas. Have you been keeping up with the testimony, Mr. 


Chief Counsel, in this case? 

Mr. Baker. No, I have not been keeping up with it. My contact 
with that case will come after it is decided by the Commission, and if 
it is taken into court. I think that, to the extent that certain lawyers 
are concerned with it, that they are in the Broadcast Bureau. 

Mr. Tuomas. Well, I will ask the Chief of the Broadcast Bureat. 
What about that; you have supervision over the lawyers in the 
Bureau ? 

The Commissioners can just turn aside for the moment. ee 

What about this matter that has been bandied around in the papers: i ;., 
A good many of us on this side of the table have tried a lot of lawsuits. 

Mr. Puumer. Mr. Chairman, I can say only a couple of things: I" 
the first place, all the evidence is not in yet on that case, naturally. 
The case is still going on. 

Now, the charge against some of our lawyers is here before the cas 
is completed, and it will be about a week or so before it is completed. 


BROADCAST ACTIVITIES 


Mr. Tuomas. Let us get down to the next matter. First, the Broad: J »: 
cast Bureau. Give us a quick rundown on that. How many lawyel § 
did you say you had, Mr. Plummer? ; 

Mr. Pitummer. I do not have the exact figure at the moment but ! 


is around 30 lawyers. 
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Mr. Toomas. Are you not a little lawyer heavy? You only have 
within the whole Bureau—what was the figure I saw—some 128 em- 
ployees. 

Mr. Ptummer. No, I have 150. 

Mr. Tuomas. 150? 

Mr. PLtummer. Yes. 

Mr. Tuomas. And thirty of them are lawyers? 

Mr. Puummer. Yes. I have here the division that presents the 
‘ommission’s case and handles certain aspects of the hearing before 
our hearing officer. 

Mr. Tuomas. You do not have 150; 
not / 

Mr. Cox. Mr. Chairman, that is the total of the broadcast activities, 
which includes people in the Hearing Examiners’ Office. The Broad- 
east Bureau has an organization unit which makes up about three- 
fourths of the total activities. He had 149 people on the roll on Janu- 
arv 1. 

Mr. PLtummer. Will you look at the data on page 88 of the justifi- 
cations ¢ 

Mr. Tomas. Yes. 

Mr. Ptummer. There are 3 functions—there are 2 functions besides 
broadcasting, having to do with it. Obviously, hearing officers, a 
great deal of their work is broadcast; and a great deal of their work 
pertains to the Bureau. On page &8 of the justifications, we have set 
out the work. 


you have 198 people do you 


PERSONNEL REQUIREMENTS BY ACTIVITY 


Mr. Tuomas. Mr. Reporter, will you please insert page 88 in the 
record at this point. It shows the work by functions. 
(The statement referred to follows :) 


SUMMARY OF PERSONNEL REQUIREMENTS 


Personnel requirements for broadcast activity—Broadcast Bureau 





Estimate 


Actual 


1952 1953 1954 1955 1956 





Television (TV) — ae 29. + b7. 80. 


Standard broadeast (AM). -- ; re | 78. a8. 72.9 | 


Frequency modulation oe Mm). 
Other services 7 


Ras gt ees ees. 


TOTAL PERSONNEL 


Television Vic. 
st indard broadcast (AM)_ 
Fr tquency modulation (FM).-.- 
N her services. 


Total 


i adcast Buret au 
it 


D, fice of Opinions a Review. __. 
ckets Division, Office of Secretary - 


13. ! 
4. 


150. 2 


ee IREMENTS FOR BROADCAST 


ACTIVITY 


29. 

103. ¢ 
13. £ 
_§ 


rE 
| 


150.5 |  149.; 
22. 2 17. 
15.8) 143 
9.6 | 8. : 
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Mr. Prummer. That shows the breakdown by functions. The to, 
part of that, before the break in the middle is just the Broadeg 
Bureau. You will note Mr. Cox has said that we have about 15 
people—149 now, but we provide for filling the other positions. 


WORKLOAD DATA 


Mr. Tuomas. I am looking for the chart which pretty well consi). 
idates your workload. You have enough information in here; jt i 
just a question of consolidating it. Which table is it, where you hay 
it broken down as to radio hearings, television hearings, and so forth! 

Mr. Cox. We do not have a consolidated workload table for this 
Bureau but will be glad to supply it for the record. 

Mr. Tuomas. Do that. 

(The table requested is as follows :) 


Summary of workload for broadcast activities for fiscal year 1954 and estimated {yr 
1955 and 1956 


TELEVISION APPLICATION PROCESSING AND RELATED ACTIVITIES 


| 


Actual, 1954 | Estimate, 1955) Estimate,1% 

















Applications pending beginning of year__.__._-- ceed ae 749 441 | 34 
Applications received during year_.............._. eee ee 1, 559 1, 606 | 1, 645 
Applications processed during year_..............-. Pen tae N FA 1, 867 1, 693 | 1, 
Applications pending end of year__..........- bey ald ae 441 354 m 
Personnel requirements. ..........-- SN cit iia e a dasabaeae ae 127.3 79.2 74.5 
fe als Sore | 
STANDARD BROADCAST (AM) APPLICATION PROCESSING AND RELATED 
ACTIVITIES 
Applications pending beginning of year. -.-__- JADE SLL AS 7 834 697 
Applications received during year_............-........----..- 3, 7: 3, 413 3, 4 
Applications processed during year_...................-----..- 3, 877 3, 550 3,44 
Applications pending end of year--.....-......--.-.-.-------- 834 697 A 
ents SN ao. ndennuesansanaensseucbnss 81.2 101.7 | 9.0 
' —— 
FREQUENCY MODULATION (FM) APPLICATION PROCESSING AND RELATED 
ACTIVITIES 
SSS 
Applications pending beginning of year. --_-.- (ith aeccebacmadie 121 128 Mi 
Applications received during year_..............-.-.---------- 786 715 | il) 
Applications processed during year___............-.-.------.- 77' 696 iy 
Applications pending end of year. ._.............-.....-----.- 128 147 | if 
te PE 5 5 Sete banca ink acotenbccundeanawwa 10. 2 | 8.8 | 9 


AUXILIARY, EXPERIMENTAL, DEVELOPMENTAL, ETC. APPLICATION PROCESSING 
AND RELATED ACTIVITIES 





Applications pending beginning of year__.............----..-- 349 | 540 | : 4 
Applications received during year..............-..-.-.---.-.-- 2,129 | 2, 404 | + 
Applications processed during year_............-...---------- 1, 938 | 2, 404 2, 609 
Applications pending end of year. ............-.--.-----.----- 540 540 | i 
eT SR cans. tn daccccundnscnnasekasnecuscasenn 6.6 8.4 


BACKLOG OF WORK 


Mr. Tuomas. Now, roughly, will you give us some round figutts 
about your carryover, Vinee baakdog in FM and television ? 

Mr. Ptummer. Very well. 

Mr. Tuomas. As it exists today. 
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Mr. Puumoer. Let us first take page 74, which is the AM. Under 
the total column, just before the line, at the end of 1953, we had 418 
carryover applications. 

Mr. Tuomas. Pending July 1, 1956, 237. 

Mr. Ptummerr. That is right. And I would like to say something 
about that. We went before the Bureau of the Budget with what we 
call a cleanup budget; we would like to get this down to 100 if we 
could; I would like to have it less than that. 

Mr, Tuomas. How long would it take a man from the time he filed 
anapplication before he gets final action ? ; 

Mr. Ptummer. Well, it is running from 90 days, up, depending 
upon how much contest. 

Mr. Tuomas. How much contest are you getting ? 

Mr. Prummrr. Right at the present moment 

Mr. Tuomas (interposing). On you noncontest work you cannot 
control that ? 

Mr. Piummer. That is right. 


AMOUNT OF MONEY NEEDED TO REDUCE BACKLOG 


Mr. Tuomas. That is the final decision for the Commission? How 
much money do you need over and above what the budget gave you, 
to get you current ? 

Mr. Ptummer. Well, let us take this figure of 237-——— 

Mr. Tuomas. Just give us the dollars and cents. 

Mr. Ptummer. Now, that figure says 

Mr. Tuomas (interposing). I am just asking how much money you 
want to bring you current ? 

Mr. PtumMer. Well, if that figure stays at 237, we want—we would 
like to have the money in the budget—but $50,000 more would reduce 
that another hundred; I would like to see it at zero, but we cannot 
quite make it zero. That is the figure which we took to the budget, 
with the backlog, to bring it down about 100. But that is just about 
the minimum that we can get. This is what you might call a hold- 
even budget, rather than a cleanup budget. 


SAFETY AND SpecraL Rapro Services AcTIvITIES 


Mr. Tuomas. All right, Special Services. You want $667,147 for 
about 116 employees for that Bureau. 


PERSON NEL REQUIREMENT BY ACTIVITY 


Mr. Reporter, at this point in the record, please insert page 91 which 
gives the breakdown by activities. 
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(The statement referred to follows :) 


Average employment 
Activity 7 4 7 














1954 actual 
a —-- -- ——___. 
1. Safety and Special Radio Services Bureau: 
(a) Office of the Chief: 
(1) Supervision and administration ---__....._- 5.0 5.0 
CAN pI ENNS So, - 55 cot ito a pees) -8s-dagi ase 5.3 5.7 | f 
Cc VNR a aol ec bhinces0xhu%s bkdags Sone ae eae eee 19.3 110.0 | 1 
(c) Industry and commerce. .................-...-.--.- 7.7 9.0 | ) 
Sb MDL, Shia cx, inne DL bho oon gina gabtenalggeteet 210.4 211.0 | ll 
(e) Public safety and amateur____--_---- MISSILE ES Pe eS | 8.3 8.7 | q 
CF) MOTD TINO 5 3 on occ ncecnecendbeant cone 78.3 | 69.9 643 
Total, safety and special radio service bureau-_-_- 124.3 119.3 | ] 
2. Hearing: | 
Ca) mei Ounnees. oi. an ness Soe ec deaesshe 0.1 | 0.1 
ee wt 8 sn re, ees wkob shade 1.1 | 1.1 
CG) SPREE SING NOTIOW on ois on nics cacndcd diss ss-n- 0.3 | 0.3 | 
Total, safety and special radio services activities __- 125. 8 120.8 li 





! Includes a secretary whose services are contributed by the Commission to the Radio Technical Com. 
mittee for Aeronautics. 

2 Includes the services of a Commission engineer who serves as executive secretary for the Radio Ty 
nical Commission for Marine Services. 


WORKLOAD OF SAFETY AND SPECIAL RADIO SERVICES 


Mr. Tuomas. Now, will you refer me to the chart which gives your 
workload ? 

Mr. Cox. I believe the best chart is on page 99. 

Mr. Tuomas. All right, applications pending at the beginning of 
fiscal 1954, 19,969, and cut it down to 6,452. You are estimating you 
will have 30,485 pending at the end of 1956? 

Mr. Wuirte. Yes. 

Mr. Puiwurpes. Is that the total number handled, or backlog! 

Mr. Wuire. Backlog cases. 

Mr. Tuomas. Applications received, 1954, 140,743. 

Mr. Wuire. Yes. Jumps up to 146,772 in 1955 and back down to 
143,560 estimated for 1956. 

Mr. Hype. Yes. 

Mr. Tuomas. Please insert page 99 in the record. 

(The table referred to follows:) 


The following table is a summary of all safety and special services, showilg 
application processing statistics and personnel requirements. 


Summary of all services, application processing 


1954 actual 


1955 estimate | 1956 estimatt 


Applications pending beginning of year-__- 19, 969 1 6, 452 21, 48 
Applications received . 140, 743 146, 772 143, 56 
Applications disposed of 154, 260 | 131, 744 | 134, 555 
Applications pending end of year 6, 452 21, 480 30, 485 
Personnel requirements ; jes 74.3 65.9 6 


1 Actual. 


The chart below shows the actual application workload for the years 1952-4 
and estimates for 1955-56. 


1955 estimate 1956 estima 
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SAFETY AND SPECIAL RADIO SERVICES APPLICATIONS 
RECEIVED, DISPOSED OF & PENDING ON JUNE 30 
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The handling of equipment certifications in connection with applications in 
the Marine service will result in sharply decreased productivity. In all services 
closer scrutiny of applications for conformity with the Act and Rules and con- 
tinuation of essential tasks, such as culling expired materials from files, tempo- 
rarily abandoned during personnel shortage in 1953, will continue to decrease 
o of productivity during the next 2 years. 


your 


You Mr. Tuomas. How long is it going to take you, at the rate you are 
coing, to cut down on your backlog ? 
Mr. Wurre. I think it will take us approximately 2 years more 
tocut down on the backlog. 


AMOUNT OF MONEY NECESSARY TO REDUCE BACKLOG 


Mr. Tuomas. How much more money would it take to get current 
for the fiscal year 1956 ? 

Mr. Wurre. We estimate that it would take $700,000 to get us cur- 
rent. 

Mr. Tuomas. Well, that is only about $32,000; if you had that you 
could get current in the fiscal year 1956 4 

Mr. Wurre. I do not think so; another $60,000. 

Mr. Tuomas. What is the length of time required to process one 
of these applications where there is no contest ? 

Mr. Wurrr. The average routine case, if you would like to have it, 
as of January 31 

Mr. Toomas. What is the average time ? 

Mr. Wutre. From 4 days for the renewals to 46 days for public 
sufety, for the routine application only, where there is no question 
about them, and where the equipment is in accordance with the require- 
iments, where the application is in accordance with the rules and regu- 
lations and is properly filed, with the proper mail stamp and the 
proper tag. 

Mr, Wessrer. Mr. Chairman, I think these figures are based, all of 
our figures are based on the assumption that we will continue with the 


ving 
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same force we have today. And, as I tried to tell you a little while 
ago, it is my concern that it will not be very long before this country 
is going to be flooded with, or we are going to be asked to increase the 
useage by industry. They are not in the rules and regulations, today, 
and as soon as that comes about, and when they start to come in asking 
for FM bands, that is going to throw an additional burden on this 
Bureau. As soon as we put it in the rules covering bands for industry, 
we will be flooded with applications. I suppose we will take care of 
it when the time comes; we will have to ask for some money, more 
money, to take care of it. 


FIELD ENGINEERING AND MONITORING ACTIVITIES 


Mr. Tuomas. We will turn now to the Field Engineering and Moni- 
toring Bureau, for which you want $1,876,340, and this year you want 
about 340 employees. What shape are you in, in that Bureau? 

Mr. Turner. Mr. Chairman, the Field Engineering and Monitoring 
Bureau is trying very diligently——— 


PERSONNEL REQUIREMENTS BY ACTIVITY 


Mr. Tuomas. Before you get started, Mr. Turner, let us insert in 
the record, the table at the bottom of page 105 and also the table on 
page 106. 

(The tables referred to follow :) 





Average employment 








Organizational unit —_— 
| 1954 actual | 1955 estimate | 1956 estimat 


Bisa Sey bie 53.4 | 51.7 50) 


1. Departmental. --- eeeadaet 

2. Enforcement. - ic : Pee case oe 158.4 | 145.0 146, ( 

3. Monitoring- - - -- ei Sa hc ee Eg ea 131.6 | 143.0 143.0 
Total, F. E. and M. Bureau-.-_------- nonenonenenenn| 343. 4 339. 7 , 

4. Hearings (hearing examiners) -_-.------- pemenranencgscoeceal 6 .f 
pe. en ee ee eee 


The following table shows by organization the average employment used in 
1954 and estimates for 1955 and 1956: 





Average employment 


Organization unit eee | 
1954 actual | 1955 estimate | 1956 estimate 


| 
Ce) ROE NON TIO «cnn esccnnessetecwotwiascscceed 8.8 8.4 | 8.1 
CB) DEONE DIURIOR 6 5 ois snes ccc ccnctnnece CECE 6.5 6.6 | 6.4 
(c) Inspecting and Examining Division-.-..........-......--.-- 7.6 7.0 | 6.7 
Oe Te ee ee ee es ae » 11.3 10.9 | 10.5 
Re UAE EE tnt 19.2 18.8 18.3 
a ci tacit hit Ree tata ee | 53. 4 | 51.7 0 





Mr. Tuomas. Now, go ahead, Mr. Turner. 

Mr. Turner. The Field Engineering and Monitoring Bureau is try- 
ing very diligently to take care of this enforcement problem which Is 
our obligation, in consideration of the continuing increase in the nun- 
ber of licensed stations on the air. 
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Mr. Tuomas. To inspect all of them would take the Army and the 
Navy ? 


r, TuRNER. That is right, and we are not attempting to do that. 


a 


FUNCTION OF THE ACTIVITY 


The table on page 4 shows the continuing increase in terms of opera- 
tions in the various services. The objective of the field engineering 
and monitoring program is to achieve and maintain adequate and effi- 
cient communications facilities for the public, industry, and national 
defense. Without such a program an orderly and efficient system of 
radio communication could not exist, and our obligation is to so keep 
it under control that the actual effectiveness of the service to the public 
is insured. That is the obligation of this Bureau in this field. We 
are doing this with fewer people, year by year. You asked the ques- 
tion earlier, how many people we had in connection with this Bureau 
in 1946. We have gone from 500 in 1946; we are down to 349 as of this 
month. The total number of licensed stations, total workload, put 
upon the Field Bureau has either doubled or trebled. 

Mr. Toomas. It has at least doubled ? 

Mr. TurNER. Yes. 

Mr. Tuomas. With the personnel you have, are you not doing just 
about as good a job now as you did back in 1946 ? 

Mr. Turner. I cannot say that we are; I am satisfied that we are not. 
I subscribed to Commissioner Webster’s views, that are doing less and 
less with fewer people. I would like to mention, for example, the ship 
problem which confronts us at the moment. 


INSPECTION OF SHIPS 


The Commission has licensed some 50,000 voluntarily equipped 
ships. As the result of the reduction in staff in 1953, from about 40 
engineers to the 20 that we have now, as a result, necessarily, we have 
had to discontinue completely the inspection of the voluntarily 
equipped ships. 

Mr. Tuomas. Why not let the Federal Trade Commission inspect 
the ships in this field? If you are going to inspect them all, you will 
have to have an army. 

Mr. Turner. We realize that. 

Mr. Tomas. Or turn it over to the Coast Guard and Navy and let 
them do the inspecting. 

Mr. Turner. We realize that. What we are attempting to do, and 
what we feel is necessary in view of the situation which confronts 
the Commission with the voluntarily equipped ships, is to make sample 
inspections, on a hit-and-run basis, where we do not expect them to 
appear, and go in and check all of the ships that confront us. 

Take, for example, the international distress kilocycle band; that 
kilocyele is so cluttered up at the present time that distress calls are 
being interfered with, so that at the time the people need to use this 
frequency, and the people who depend upon the radio, and the people 
who need the radio, are not able to get their calls through. We are 
receiving complaints at the present time from the Great Lakes Car- 
ners Association, and the Canadian Government made representa- 
Hons orally, at the marine conference which was held in Montebello, 
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Canada, last month, that a great many lakes vessels in the ship iy 
dustry, were being interfered with by the shrimp boats on the gujf. 
the gulf is using 2182 kilocycles which is the international distros 
frequency, and the situation is deteriorating rapidly. And that prob. 
lem is of great concern to us, because, when we have tried to control, 
or regulate the situation against those who are found to be in yioly. 
tion, we find we cannot identify them: they are refusing to identify 
themselves. In other words, they are, in effect, going undergroyny 
And the only solution that we can see at the present time is to go oy; 
on the shrimpers, where we have people who will cooperate with ys 
take the equipment with us, out into the gulf, and make positive identi. 
fication of the ships that are operating in violation of the regulations 

That is going to take a lot of time; it is going to take personnel ay 
it is going to take equipment, but it is going to be chipping away ai 
situation that is difficult as it is, by reason of the fact that we have, }) 
the past years, and more particularly in the past 2 years, not bee 
giving this matter the attention we think it deserves. 


RADIO OPERATOR EXAMINATIONS 


Now, the workload otherwise, within the Bureau, will continue ver 
heavy. Weare examining in the neighborhood of 170,000 applicants: 
an annual basis for radio operation licenses, and certifications. That 
workload, in itself, just the handling of the pieces of paper, the issuance 
of these estimates of authorization, is a terrific task. The examina- 
tion of these applicants, from the examinations where the man appears 
for oral tests, takes from 1 to 2 days to complete, with the grading of 
the papers and the monitoring of the examination; just that phase of 
our operation alone, Mr. Chairman, is quite burdensome. 

Mr. Tromas. Mr. Reporter, at this point, will you insert page 11! 
which gives a pretty good explanation of this? 

(The statement referred to follows :) 


INTRODUCTION 


Functions 

Ex»mination of radio operator candidates to assure that they possess the tecli: 
nical qualifications required for the operation of radio stations of all Classes and 
to issue appropriate licenses to those United States citizens found qualified. 


Composition 

Examinations are given at 88 points throughout the United States and Ter! 
tories by personnel of 24 district offices and 6 subdistrict offices. 

1. Activities —Examination of applicants for commercial and amateur operalv’ 
licenses, grading of written examinations, and issuance of commercial oper! 
licenses. mn 

2. Required.—Sections 303 (1) and 318 of the Communications Act, and artic’ 
24 and 25, Atlantic City (1947) radio regulations and treaties relating to satel) 
of life at sea and on the Great Lakes provide for licensed operators. 

3. Significant changes in program and procedures.—In the commercial oper : 
tor field certain changes in the rules and further waiver of the licensed operate 
requirements in certain low power fixed and mobile services during 1955 is eX: 
pected to reduce the demand for restricted radiotelephone operator permits. = 

4. Workload picture.—Minor increase in the number of certain commer 
operator examinations is expected as the result of rule changes: however, less 
demand is anticipated for commercial operator licenses of the lower classes. ” 

Our current program to increase the scope of mail examinations in the amatenl 
service and utilization of volunteer examiners is expected to reduce our Wer 
load considerably. ie 

The following table shows the commercial operator license workload for ™ 
years 1954-56: 








Se] 
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1954 actual | 1955 estimate | 1956 estimats 


gulf: i 

stress tmateur applications recelv¢ d ‘ 51, 157 52, 000 52, 000 

prob- mateur examinations conducted ! : 42, 004 19, 400 19. 400 
; ‘ommercial applieations received 259, 104 240, 000 230. 000 

ntrol, Commercial examinations conducted 28, 973 27, OO 26, 000 

Viola. iercial licenses issued _---_--- --- . 179, 140 170, 000 165, 000 

ntify . 
: Conditional, technician, and novice examinations 1954, 24,600. These will be conducted by voluntee: 

UNG, ners in 1955 and 1956; however, the grading of the papers will still be the responsibility of ficld 

0 Out 

‘h us, 5. Calculation of budget estimate—Average employment in 1954 was 33.5, 

lenti- verage employment of 28.4 is allotted for 1955, and 28.2 is requested for 1956. 

Hons 

lan INTERFERENCE COMPLAINTS 

y ata rm . . . ° 

_ Mr. Turner. Mr. Chairman, the interference complaints that we 

are receiving are on the increase and, of course, when the public re- 


heel 


ceives interference on its TV receivers, and the broadcast receivers, 
thes expeet attention. 

We are attempting to obtain the cooperation of industry and the 
mateurs’ organization, and others to assist us in this particular pro 
ram. We have, all told, some 370 interference committees that are 
volunteer organizations to assist throughout the United States to take 

re of this work. Without those committees we would not be able 

any way to handle that job at all. 

Now, may I revert back, for half a minute, on this ship problem, to 
show vou 

Mr. Tuomas. One-half minute, please. 

Mr. Turner. I was trying to clear this up—— 

Mr. THomas. Go ahead. 

Mr. Turner. The Coast Guard Auxiliary, which is an organization 
of voluntarily equipped vessel owners, joined together to assist the 
Coast Guard in their regulatory work, and it has been called upon by 
our committee to also assist us in making inspections. Last year, 
they made over 2,000 inspections for us, and there was found in excess 

of 60Qs.4s 

Mr. Tuomas. You want an army—or do you want that voluntary 
work; which is the more effective / 

Mr. Turner. We want both—I do not mean we want an army— 

Mr. Tuomas. I think you were right in the first place. 


Cx IM MON CaARRI ER ACTIVITIES 


We come now to the “Common carrier activities.” Dollarwise, you 
say you want $702,000 and 108.6 employees. We touched upon this 
a while ago. 

Mr. Repor ter, will you insert in the record at this point page 128 
and also page 129 of the justifications / 

(The statements referred to follow :) 


COMMON CARRIER ACTIVITIES 


iteur A, GENERAL STATEMENT AND HIGHLIGHT SUMMARY 


vOrk: This function relates to the regulation of rates, services, accounting, points of 
- service, and interstate wire and overseas cable facilities used by public utility 
Pe “ompanies (common carriers) that furnish interstate and foreign communications 
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by wire and radio, and for the licensing of all radio used in the common carrier 
field whether interstate or not. 

This section includes the estimates and justification for the Common Carrie, 
Bureau and those segments of hearing examiners, Office of Opinions and Reviey, 
and Dockets Division which are engaged in common carrier activities. 

The function is required by the Communications Act under title II with respec 
to rates and services and title III with respect to radio licensing. The fund). 
mental purpose of the activity is stated by section 1, title I, of the act: “* * * 4 
make available, so far as possible, to all the people of the United States a rapiq 
efficient, nationwide, and worldwide wire and radio communication service wit) 
adequate facilities at reasonable charges. * * *” Also, there are internation) 
treaties and agreements and Executive orders having to do with common carrier 
and frequency matters which, to some extent, prescribe the Commission’s regy. 
latory responsibilities. 

The public’s financial stake in this function is indicated by the fact that during 
the calendar year 1953 the public paid over $5 billion for communication services 
to the companies subject to FCC jurisdiction. Of this amount, about $1.3 billion 
represented payments for interstate and foreign service. These vast systems of 
nationwide and worldwide networks that provide almost instantaneous intercon. 
munication to every community in the Nation and to nearly every populated center 
on the globe are our communication lifelines, economically and in our national 
defense. S 

The scope of the Commission’s responsibilities is nationwide and worldwiie, 
Over 5,000 companies, with $16 billion gross investment in plant devoted to the 
nationwide and worldwide communication network, are subject to the jurisdiction 
of this Commission. 

For the most part, the companies regulated by the Commission operate as 
monopolies or in restricted competition. By its regulation of these companies, 
the Commission is responsible for securing for the public all the benefits of en. 
stantly improving service and reasonable rates that would normally be obtained 
by unlimited competition and, at the same time, avoiding certain disadvantages 
of unlimited competition. The Commission is thus the guarantor to the public 
that it will receive adequate interstate and foreign communication service and 
at reasonable rates. 

Common-carrier workloads are increasing, principally as a result of continued 
growth and development of new services in communications industry, effects of 
increasing costs upon earnings, and changing communication requirements of 
the public. 

Telephone industry will continue growth at rate of over $1 billion a year with 
new services and facilities introduced on nationwide scale. 

Telephone earnings trends indicate that further substantial increases in rates 
may be necessary in $900 million a year interstate message toll business. 

Rates for carrying TV programs, monochrome and color, expected to require 
extensive hearings—annual revenues amount to $30 million. 

State regulatory commissions pressing for changes in procedures for alld 
cating $12 billion plant and $3.5 billion annual expenses between intrastate ani 
interstate. 

Two hundred million dollar a year telegraph industry facing uncertail 
financial future. Senate subcommittee expected to conduct hearings to seek 
possible solutions. 

Quality of telegraph service and contraction of public telegraph offices ar 
causing increasing problem of meeting public’s need. 

Complete revamping of methods for pickup and delivery of telegraph message 
in large cities requires more on-the spot appraisals. 

International carriers are working toward merger in coopeation with Senate 
subcommittee—would cause increase in workload. é 

Commission’s formula for distributing traffic among international carriers © 
need revision if there is no merger. 

Depreciation rate prescription work to continue at same level; $3 milli0! 
additional savings in 1954. Program level will not permit prescription for maly 
companies. 

Accounting regulation at level which does not provide coverage of industry. 
No field studies have ever been made of many large companies. 

Proposed tight budget will not permit several major investigations that 2 
needed in telephone industry. 
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several formal proceedings being delayed by lack of staff; must proceed. 

Eighteen thousand sheets of tariff material received and processed each year. 

Over 4,000 applications for extension of lines, radio licenses, reduction in 
service, etc., received and processed each year. 

Mr. Toomas. Whereabouts in the justification does the good table 
appear, Mr. Chairman / 

Mr. Cox. The employment table is on page 131. 

Mr. Tuomas. Page 135. 

= ¥ ry . 

Mr. Cowart. That is only for the telephone. 

Mr. Tuomas. But you have a consolidated table. 

Mr. Cowertu. The one on page 131 is better. 

Mr. Tuomas. Page 131, that is employment. Maybe we can get 
this diagram on page 130 in the record. 

The diagram referred to follows: 
> 


The following chart illustrates the growth of the industry versus the decline 
in the Commission’s regulatory staff over a 5-year period: 





COMMON CARRIER ACTIVITIES 
Growth of Industry vs. Decline in Regulatory Stoff 


704 


SOIADY 3012209 UOWWOD UI juewho\dWZ eboJeAY 


° ° ° 
° ° ° 
a x m © m 








1956 


emplaymett--—--—-—-- 
1954 


Average 


Se eww ww nw nO 


1952 1953 


1951 





1950 





6000 
5000 


8 8 8 
oO 
N 


¢ 2 


° 
° 
a 


Millions 


senusaey BuiposedO ss0s9 


con 
Co 
is | 
gO 
oul 


is¢ 
the 

’ 
ap 
alr 
th 
bri 
ste 


ste 


th 





705 


NATIONAL ALERT IN AN EMERGENCY 


Mr. Tuomas. Is your chief engineer, Mr. Allen, here / 

Mr. Hype. Yes. 

Mr. Tuomas. Mr. Allen, in case of an emergency attack on the 
country, just what could the Federal Communications Commission do 
toalert the country almost immediately ¢ 

Mr. Auten. The alerting of the country to an enemy attack and 
the defensive measures, according to my understanding, are the re- 
sponsibility of the Air Force. They have air defense alarms all over 
the country. I believe there are some 15 of them. They have the job 
of alerting not only the military but the populace as well of an enemy 


attack. 
OPERATION OF CONELRAD PROGRAM 


Now, in order to implement that, the Air Force has a Conelrad 
contract with the Federal Communications Commission and _ this 
Conelrad plan is a system by which the alert from the Air Defense 
is given; the alert then goes to the various broadcasting stations; it 
goes to what is called the key stations first, and then it is expanded 
out from the key stations to the smaller stations. When a radio alert 
iscalled, after giving the alert. 

Mr. Tuomas. In other words, every station immediately takes it up, 
the FM, the TV, and everything else ? 

Mr. Atten. There are around 3,000 stations and the CONELRAD 
applies to all of them, and, after alerted, they immediately go off the 
alr. 

Mr. Tuomas. How many stations first will carry it ? 

Mr. Auten. Every station which receives the alert, before it goes off 
the air, must announce that the alert has been received, and it is 
broadcast to the public. 

After the alert is given to the public, the FM stations and the TV 
stations go off the air and stay off the air. A certain number of AM 
stations then go into operation under the CONELRAD plan, in which 
the stations either go to the 600 or the 1,200 kilocycles. 

Mr. Tuomas. What is the object of that ? 

Mr. Auten. The object of that is, if the broadcasting stations stayed 
on their own frequency, the assigned frequencies of those broadcast 
stations are known not only to us but to the enemy. And a large sta- 
tion, like the New York station, which operates on 650 kilocycles, 
would be known to’ be operating at such place and at that frequency, 
and an enemy plane could then navigate its planes by use of that fre- 
quency. 

Similarly, all stations in all parts of the country could be identified. 
But by putting them all on the same frequency and operating them 
in an alternate manner, first one station and then another station, 
these frequencies will not stay put; and, therefore, would give no 
havigational information to the enemy. 

Mr. Tuomas. In case of an emergency, what length of time do you 
think it would possibly be—after the Air Force announces to the 
broadcasting system that an attack is imminent—before this informa- 
tion will have been disseminated to every nook and cranny of the 
United States? 
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Mr. Auten. The system by which it works, because it is designe; 
to achieve, it is a compromise between the immediate system and the 
economy of using the present facilities, it has to go through the gta. 
tion, as I said, so that the Air Force directly gives the alert, the radio 
alert, to the major key stations, they will receive it in a matter of 
seconds. However, they have to repeat the signal all down the lino 
to other stations, so there may be a chain of, say, four stations, before 
it gets to the final smaller station, down in the backwoods somewhere— 
it may be a matter of a few minutes before they get the signal. 

Mr. Tuomas. In other words, it is going to be just a short time, 
after the key radio stations have received the alert, before it gets to 
the small stations? 

Mr. Aten. So far, we have been unable, with the 

Mr. Tuomas. In other words, what you have attempted to do, and 
what you have done, is to work with the Air Force, in the whole 
operation, and using the radio stations throughout the United States 
to make use of the present facilities ? 

Mr. Atien. That is right. We have tried to integrate the whole 
system into one operation. 





PENDING TV APPLICATIONS 


Mr. Evins. How many TV applications do you have pending today! 

Mr. Prummer. There are approximately 140 applications in the 
hearing process and approximately another 30 applications, uncon- 
tested applications, that have come in recently, or we have done some 
work on, and sent back for more information. 

Mr. Evrns. Are most of those now in the rural sections; that is, in 
the smaller communities ? 

Mr. Prummer. No. 

Mr. Evins. They are not mostly in the smaller communities? 

Mr. PrummMer. Let us break it down as between the hearing and 
new applications. Most of the hearing applications are in the big 
cities, as has been previously mentioned. They are the top applica- 
tions that are the top hearings, the hearings of contested applications. 

Now many of the applications that we have that have not been 
granted are from the small towns. In many of these cases, where an 
application is pending, they will come in and say, “Wait 3 months and 
we will give you the information.” Then there are a number of edu- 
cational applications where we have need for more information, and 
we have to wait for the meeting of the college board of trustees or 
something of that kind. There are some 50 of those, where we are 
waiting for more information. 

Mr. Evrns. Assume that you have an existing station in a com- 
munity of 15,000 population and another application is filed for the 
same community; granting that ‘there is sufficient financial ability, 
what is the policy of the Commission relative to granting the addi 
tional station ? 

Mr. Prummer. Well, let us assume that they both apply for the 
same channel—— 

Mr. Evins. My question was based on the premise that one station 
already exists. 

Mr. Prummer. Is already there? 

Mr. Evins. Say, in a town of 15,000. 
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Mr. Prummer. And a second application is filed ? 

Mr. Evins. Yes. 

Mr. Ptummer. Assuming that the second one applies, and appears 
to have financial qualifications necessary to go ahead, and there is no 
question, no contest, we go ahead. 

Mr. Evins. Suppose it is contested ? 

Mr. Ptumaerr. Then we have to set it for hearing. 

Mr. Evins. Has it been the policy of the Commission to grant the 
additional facilities, following the hearing ? 

Mr. PLumMer. Yes. 

Mr. Hype. Yes. 

Mr. Evins. Or generally to say that there is no need for the service ? 

Mr. Ptummer. No. If the frequencies are available and they apply 
for them, if it is not contested, we grant it; if there is a hearing re- 
quested, we grant the hearing. We do not particularly worry about 
whether the market will support 1, 2,3, or 4 stations. 

Mr. Hype. We feel that the interpretation of the law requires such 
a policy. 

Mr. Evins. Could someone tell us offhand approximately how many 
communities of, say ten or fifteen thousand population have two TV 
stations at the present time ? 

Mr. PtumMer. That is the figure I will have to supply for the rec- 
ord. We will have to make an analysis of our data. 


Nore.—Anchorage, Alaska (population 11,000) is the only community in this 
category which has two TV stations. 


TELEPHONE AND TELEGRAPH MERGERS 


Mr. Evins. How about your telephone and telegraph mergers, are 
there many of those going on at the present time ? 

Mr. Cowart. We had the telegraph merger with the Western Union 
in13. There is only one left. 

Mr. Evins. There is only one ? 

Mr. Cowetmn. There has been a divestment by Western Union of 
the international part of the whole operation but up to that point, 
that would be pretty well handled. 

Mr. Evins. There are no other applications for telegraph mergers 
but there are a number of applications for telephone companies? 

Mr. Cowen. Yes; we have from time to time acquisitions of some 
of the Bell System, small telephone companies, throughout the country. 


JURISDICTION OVER RATE INCREASES 


Mr. Evins. I understand the Western Union has an application 
pending for a rate increase before the Commission at this time? 
| Mi. Coming: They have informally come to us with a proposal that 
they are going to ask an increase in the proportion of the interna- 
tional haul between some United States points and foreign countries, 
(6 provide a division between the international take and the domestic 
take. They want their cut in that. That has not yet come in for 
formal hearing. 

Mr. Evins. That request would come before the Commission rather 
than the States ? 


Mr. Cowern.. It will come before the Commission, yes. 
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Mr. Evins. What about the small companies; are their rates formal. 
ized before the State commissions, or are their rate cases settled by 
your Commission ? 

Mr. CoweiLu. We have to look upon these as intrastate and inter. 
state. 

Mr. Evins. Yes. 

Mr. Cowart. Most of the exchange service is a matter of regula. 
tions by the local authority of the State commission. The interstate 
toll service, particularly, is a matter of regulation by the Federa] 
Communications Commission. 

Mr. Evins. What does your Commission do relative to checking 
the rates charged in conformity with public carriers ? 

Mr. Cowal. Of course the carriers must file schedules of their 
charges with us before they can serve, that is, make collection of those 
charges. We have no policing of that in our Commission. We go 
out and check what they do in the field. 

Mr. Evins. But you do work in that field ? 

Mr. Cowaiti. We have field offices and accountants check their 
records in New York and other places, to make sure that they are 
doing the job generally in accordance with the regulations of the Com- 
mission and of the law. And, we get complaints from individuals, 
and of course we always check to find out what the facts are, but 
there is no staff of the Commission which is particularly set up to take 
care of that function. 


REDUCTION IN 1956 BUDGET BY BUDGET BUREAU 


Mr. Evins. What economy policy has been imposed upon the Con- 
mission by either the White House or the Budget Bureau? You spoke 
earlier of not being allowed to seek more funds than here requested. 
What sort of a policy has been imposed upon the Commission ? 

Mr. Hype. I can answer that. Our situation is no different from 
that of any other agency. Our budget is submitted as one part of the 
President’s budget, and all that we are referring to is—and we are 
supporting the budget—is that we are making the presentation in 
accordance with the normal regulations and procedures. 

Mr. Evins. I understand, but it would appear from the tenor of 
all of the Commissioners’ statements that they have been a little more 
drastic in your case ; that the cut has been a little more serious. 

Mr. Hype. I suppose that every other agency feels the same way. 

Mr. McConnavenery. We feel that it is probably a little more 
serious to us because the regulations involved are a little bit more 
serious to the public, perhaps than similar cuts to other agencies, a 
little more serious to the American public insofar as its effect on the 
public side is concerned. 


NUMBER OF PERSONNEL 


Mr. Evrys. How about your present personnel, as compared with 
the highest peak of your personnel in the past ? 

Mr. McConnaveney. Our personnel in 1950, I believe, was 1,348 
people and we are now at 1,030—am I right in that? 

Mr. Cox. Those figures are correct. 

Mr. McConnaveuey. It was 1,348 against 1,030. 





wl 


rei 


th: 





om- 
oke 
ted. 


rom 
the 
are 
. In 


of 


ore 


709 


Mr. Cox. Just to make the record more complete: During the war 
when we had additional jobs, we had a larger number. I think we 
reached the peak in 1942 which was around 2,000; but postwar, after 
that time, I believe the peak of employment actually was 1,380. 

Mr. Evrys. In other words, about 300 less than your peak now? 

Mr. McConnavGuey. That is right, with more workload, increased 
workload. 

Mr. Evins. How long does it take to get out an intercommunication 
request for, say, a taxicab company who wants to have an inter- 
communicating telephone service ? 

Mr. Hype. The processing of the application—it may take about 
31 days or more. 

Mr. Wurre. In many taxicab cases, it may be a little longer than 
that. There are only very few of these that can be handled by cor- 
respondence. I would say that it would be longer, would take more 
thana month. 


COMMISSION’S PARTICIPATION IN POINT 4 PROGRAM 


Mr. Pures. You were speaking about the point 4 program in 
which I am very much interested, and rather than take the time, I 
wonder if you would just like to place a little statement in the record 
asto what you are doing ? 

Mr. Cox. I will be glad to do so. 

(The information requested follows :) 


PorInt 4 ACTIVITIES 


The Commission’s role in technical assistance (point 4 activities) is principally 
that of a participating agency with respect to the programs administered by the 
Foreign Operations Administration. FOA secures the benefit of the technical 
skills and experience of the specialized Government agencies by utilizing their 
staffs and facilities to the maximum extent consistent with the policies laid 
down by the President. Utilization of these existing staffs conversant with 
latest developments in industry and their application to foreign needs permits 
FOA to keep its technical staffs at a minimum, and at the same time provide 
liaison between industry and government. It is a well known fact that the com- 
munications field has gradually become so highly specialized that it ranks today 
among the most intricate of professions. Thus whenever training in the com- 
munications field is sought by friendly foreign powers or when qualified experts 
are desired by them for assistance in establishing modern systems of communi- 
cations, applications for training or recruiting reuests are directed by FOA to 
the Technical Assistance Division of the FCC for action. 

Applications from prospective candidates are formally filed with FOA foreign 
offices of State Department missions and, after careful screening as to applicant, 
nature of study, qualifications, and relation to countrywide development plans, 
are forwarded to Washington for referral to the participating agency. The 
agency ascertains the availability, extent, and amount of traning required, the 
costs involved, and finally establishes a tentative program for approval of 
FOA/W. If approved, agencies are authorized to conduct the program and 
appropriate funds are then transferred for this purpose. Administrative funds, 
based upon yearly budget estimates, are initially provided the agencies at the 
commencement of each fiscal year. These funds are to cover the cost of recruit- 
ing personnel for service in foreign areas ; investigating and securing commercial 
training facilities; planning and executing training programs; domestic house- 
keeping functions such as accounting for the expenditure of funds and for occa- 
sional reimbursement to FCC for extended utilization of specialized personnel 
where regulatory procedures are a matter for consideration. 

The Technical Assistance Division actually provides no training in the strict 
Sense of the word. It only arranges for such training, and then only so far as 
it pertains to communications. Facilities and services of the communications 
industry are utilized extensively except with respect to formalized training 
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which is usually acquired through attendance at technical institutions. Infra 
quently the various bureaus and offices of the Commission are approached to 
provide training in Commission activity. As a rule the FCC’s operations have 
little or no appeal to these foreign representatives since communications in most 
foreign countries are either wholly or partially owned and operated by the 
Government. However the trend in some foreign countries, especially wher 
there is a diversity of authority, is to separate the regulatory from the opera- 
tional functions thereby creating an authority similar to FCC. In these jp. 
stances FCC experience is relied upon for furnishing appropriate data. 

The technical assistance activity is costing the Commission Very little in terms 
of personnel and/or money but is gaining for the Commission and the Unite 
States industry worldwide prestige. By far the greater percentage of training 
is provided by private industry. In limited areas charges are levied for this 
training but in the majority of cases, and with most industries, training is pr. 
vided by them at no cost to either the Commission, the United States, or the 
trainee’s government. This is significant in that, with only one exception, over 
the past several years industry has freely given of its time and money to coop 
erate with the Commission in furnishing training and information to foreign 
experts and technicians for the betterment of worldwide communications 
Placement has been made in many operating companies for on-the-job experienc 
for periods of from 6 to 12 months without cost. Other companies have expressed 
their willingness to be equally cooperative when the occasion demands. 


INSPECTION OF SHIP RADIO FACILITIES 


Mr. Puiiirs. Now, with reference to this equipment, to which you 
referred, the Moro Castle fire was some 30 years ago. Just in the in- 
spection and improvement of materials since that time, there is not a 
great deal that you could do in that regard, because of the better type 
of equipment today; so far as inspection of that type of equipment is 
concerned, the requirement of equipment is better, and the regula- 
tions of the shipping line would call for better conditions and equip- 
ment outside of your communication activities. Am I correct? 

Mr. Wesster. If I may speak to that, I think that the record will 
show a somewhat different situation than you described. I think that 
Mr. Turner can get from his files, and from the experience of our in- 
spectors, the information that ships do sail, or are about to sail, with 
equipment not in proper operating condition, even though it is good 
equipment. 

Mr. Puitires. Do you inspect only American ships? 

Mr. Wesster. We should inspect foreign ships, but we do not. 

Mr. Puixurrs. When you say that the equipment is not in good con- 
dition, you are referring to ships flying the American flag ? 

Mr. Werster. Yes. 

Mr. Puitxies. Or foreign flags? 

Mr. Wesster. I think that one of the items that we find in violation 
from time to time is that their batteries are run down and they leave 
port without auxiliary battery supplies. Now, we find that on foreign 
ships. As I remember reports that I got from some of the inspectors. 
I go around over the country trying to interview inspectors to see what 
their experience is. And from their experience, the foreign ships a 
sailing, in some cases, with their transmitters not in proper operating 
condition. Now, why they would do that, I do not have the slightest 
idea. 

FREQUENCY USAGE MONITORING PROGRAM 


Mr. Puiiiirs. Mr. Hyde, last year at the beginning of the hearings. 
you will remember I asked you about the ODM-National Security 
Council program on frequency usage monitoring? 
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Mr. Hype. Last year the National Security Council asked us to 

resent a budget for special study 

Mr. Purures. For $950,000? 

Mr. Hype. Yes. No such request was made this year. 

Mr. Pures. You did not get the money last year ? 

Mr. Hype. No. 

Mr. Puitxies. Well, the country did not come to an end, did it? 

Mr. Hyper. Congressman Phillips, I think in reply to your question 
as to what has happened, all I can say is that it has not been possible 
for us to make the sort of study, and it would be impossible for me to 
measure the disadvantages. The thought was that it would be helpful 
tousin maintaining our position, competitive position with other coun- 
tries if we had better information. I am not inclined to argue the 
point, however. 

Mr. Putiuies. Off the record for a moment. 

(Discussion off the record.) 

Mr. Putiuies. My question is, Why do we not have anything in this 
year’s budget corresponding to the request through you for the Na- 
tional Security Council ? 

Mr. Hype. You have no request from us because the Council has 
not asked us to make one. I would like to add this statement so as to 
take care of any responsibility I may have had in what happened last 
year. I did notify the Council of the questions asked by the committee. 
Of course, they were represented here by ODM and they had notice of 
your inquiries and I think that was as far as I could be expected to 
go with it. 

NETWORK PROGRAMING 


Mr. Putiuies. I think if I ask the Commissioner at the end of the 
table to tell me why anybody thinks Jackie Gleason is worth $11 
million, and if you do not think that is the trouble with television and 
not the fact that you are not getting $400,000, that will end my ques- 
tioning. 

Miss Hennock. I think that is a very good question—a very in- 
telligent and very profound question. Although it sounds very funny, 
itisnot. Yousaid the programing is very bad. 

Mr. Priturps. That is an understatement. 

_ Miss Hennock. I agree with you. You have 90 percent of the view- 
ing audience looking at 2 networks and the other network gets the 
balance. I want you to understand that I am not making any criticism 
of my fellow Commissioners. This is all beyond us. It took 30 years 
to lift the yoke so that you now have 2,000 stationsin AM. They have 
transcriptions and tape and other sources of programing on radio and 
they can get into that national advertising. But when you have 3 
networks in New York putting on the programing 90 percent of the 
time, that is why they can build up a comedian to get $11 million. 
It is like the big movie stars. 

Mr. Pumps. Would it be better to let nature take its course? 
About one more contract like that will ruin the networks. I have 
heard more people express disgust with the networks since the Gleason 
contract, was announced than in the last 2 years. 

Miss Hennock. It took 30 years to accomplish the change in AM. 
In 1945 we had 80 stations. “Your 2,000 stations in AM have come 





712 


since then. It took 30 years to do that. Television will be Worse and 
take longer. 

Mr. Putuirs. Do you mean television programs will get worse? 

Miss Hennocx. Yes; 85 percent of your television is your ultra high 
above channel 13. We have 82 channels. Channels 2 to 13 are wha; 
you can get. The others are ultra high. The people who run the net. 
works and the manufacturers are responsible for that little thing, 

Mr. Putuips. Just do not let the Commission do anything to remo 
that little control on the right-hand side of the television set that you 
can turn a half inch to the left and solve the whole thing. If Jackie 
Gleason is worth $11 million, I think George Gobel must be worth 
$100 million, 

Miss Hennock. I agree. 


INTERNAL OPERATION OF THE COMMISSION 


Mr. Osrerrac. I would like to ask one of the Commissioners or the 
Chairman to give us an indication of how the Commission itself op. 
erates. Does each Commissioner have an area of jurisdiction over and 
above sitting as a member of the Commission? I do not care who 
answers the question. 

Mr. Hypr. The Chairman asked me to say something about it be. 
cause this naturally calls for some report on how we have operated. 
The Commission operates as a single entity. The seven Commissioners 
meet every week, sometimes several times, to consider the matters 
coming before it. But individual Commissioners are often asked by 
the Commission or by the Chairman to give their special attention to 
some particular activity. Commissioner Webster has been assigned as 
the Commission’s liaison representative with ODM. That was the 
assignment he had before Chairman McConnaughey came to the Fed: 
eral Communications Commission. 

Commissioner Lee has recently been assigned as liaison represent- 
tive with the Air Force. 

Commissioners Bartley and Sterling were on the Commission’s team 
to provide a liaison with the Office of Civilian Defense and matters of 
that kind. 

Commissioner Doerfer was the Commission’s representative on the 
President’s Committee for Reform of the Judicial Process. 

Commissioner Hennock has taken a very considerable interest in the 
use of radio facilities for educational purposes. 

Action on cases requiring a decision by the Commission is handled 
by the Commission as such and any authority delegated to a committe 
will be reviewable by the entire Commission. 

Mr. Osrerrac. There are areas of function, but actually jurisdiction 
in and of itself rests with the whole Commission ? 

Mr. Hype. That is right. 

Mr. Osrertrac. From the statements that have been made I must 
confess that I am a bit confused. One interpretation might be that 
time and only time, based on experience, will be the answer to maby 
of the communication ills; and then I also interpreted from statements 
made that it is fair to assume your ills are nothing but what a fev 
more dollars in appropriation would cure. Will somebody clear up 
whether it is money or time or what is the answer to all the evils and 
all the problems involved in communications ? 
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Mr. Hype. I think your reference to time being the only cure is per- 
haps a reference to something I said. I did not mean to state broadly 
that time is all we need. 

Mr. Osrertac. I do not think you are the one who said that. 

Mr. Hype. Then I will not defend it if I am not questioned on it. 
I think the Commissioners, as you must have observed, are very, very 
conscientious in their duties and very sensitive about their responsi- 
bilities. ‘They all want to do an optimum job, and I am sure that more 
work would be done with more funds. It becomes a question of just 
how big a job does Congress wish us to do? We have suggested in 
our budget presentation what would be necessary to take care of the 
yital, essential needs. We could go beyond that if we had the funds. 


EXPANSION OF RADIO AND TV BROADCASTING 


Mr. Osrerrac. We are limited in time, but I want to ask about the 
problem of expansion where power is available. I assume that you are 
concerned, as Congressmen are concerned, with the making of radio 
and television available to as many people as possible and reaching 
the areas that are not adequately or properly served today. I can 
cite as an example my own territory of western New York, where we 
come Within, as I understand it, zone 1. 

Mr. Hype. That is right. 

Mr. Osterraa. And yet there is an application pending which was 
previously approved for an expansion or stepping up of the power, 
and the area I represent, and the area in which I live, is being penalized 
and deprived of adequate service because of complications resulting, 
I take it, from failure to pull this whole framework together. Am I 
correct in that statement ? 

Mr. Hype. We have a very complex problem there. Actually, the 
limits on antenna heights and powers are more restricted in zone 1 
than in others. If they were lifted certain stations would expand 
their service and I am sure there would be some immediate benefits 
from that. There have been objections from licensees of other stations 
who feel this would impair their abilities to serve their respective 
markets. The Commission has the proposal under way. Notification 
has been given and comment invited, and the Commission will have 
to decide whether it is in the public interest to allow the use of higher 
antennas and more power. 

Mr. Osrertac. If I am correct in my interpretation the problem is 
one which in no way involves the study of the networks ? 

Mr. Hype. That is right. 

Mr. Osrertae. And it does not involve these many things that are 
disturbing you in the broad policy of industrial controls. This has 
to do with allocations ? 

Mr. Hype. Within the television circuits. 

Mr. Osrerrag. You are not cramped for money in a situation of 
that kind? 

Mr. Hype. The thing that is giving concern there is not money but 
the problem of what is the appropriate size for a service area in this 
competitive area, 

Mr. Osrertag. Would you give me some assurance that a situation 
of that kind is approaching solution 
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Mr. Hype, There is an active proceeding on it. The Commissio, 
issued the notice and I am sure it will take it up for disposition qs 
rapidly as it can. 


PROPOSED STUDY OF NETWORKS 


Mr. Ostertac. I have only 1 or 2 more questions which I belieys 
will not require much time to answer. What relationship would yoy 
proposal for a study or investigation of the networks, if authorize) 
and funds made available for it, have to the purpose of the Senate 
committee now functioning? Will there be a duplication of effort, 
and what will be the end result? I do not know if I make myst 
clear, but it seems to me one hand ought to know what the othe 
is doing. 

Mr. Hype. The Commission has not adopted an order of investiga. 
tion or taken any formal action to investigate networks as such. We 
expect the Senate committee studying this will make demands on 1s, 
which they have already. I do not sense any conflict there. As for 
the need for studying the subject, I do not believe a change of policy 
should be made without a study by those who would make the change 
of policy, and I do not mean to say it should be done by this agency 
or the Senate. ea 

Mr. Ostertac. The thought occurs to me that we might find our- 
selves in an embarrassing situation as between the legislative and 
administrative branches of the Federal Government. I assume you 
are furnishing us all the information necessary to determine the facts! 

Mr. Hyver. As far as it is possible to do so, and I think it is very 
important to do this. We hope to be just as helpful as we can be. 

Mr. Wesster. I think it is only fair to say that when we furnish 
this information without additional funds we are taking away from 
some other function of the Commission. 


INTERNATIONAL ASPECTS OF COMMUNICATIONS CONTROL 


Mr. Osrtertac. I understand that. In the Great Lakes area wher 
Canadian operations and controls are in force and effect and wher 
an international territory exists—does the FCC encounter serious 
problems in resolving the international aspects of communications 
control, particularly in regard to television and radio ? 

Mr. Hype. May we divide that question ? 

Mr. Ostertac. Certainly. 

Mr. Hype. We have a need for cooperation and coordination ani 
in the marine field Commissioner Webster has done yeoman servic? 
with the Canadians to the benefit of both countries. In the television 
field I had the honor of representing the Commission in negotiations 
with Canada, and we worked out an allocation for stations on both 
sides of the border. I think both sides were gratified. . 

Mr. Osterrac. In other words we do not need any international 
treaty to deal with such matters? 

Mr. Hypr. We have several treaties. Commissioner Webster nego 
tiated 1 on safety on the Great Lakes, and I negotiated 1 on AM 
channels. It is a continuing thing in which we have had very satis 
factory relationships. rats 

Mr. Tuomas. Thank you very much, gentlemen. It is nice to do 
business with you. 
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AVERAGE NUMBER OF EMPLOYEES 


(The following information was requested hip. the comenities for 
insertion in the record :) 


Average number of employees, Federal Communications Commission, 
jiscal years 1946-56 


1955 (estimate) 
1956 (estimate) 


Fepruary 22, 1955. 
GENERAL ACCOUNTING OFFICE 


WITNESSES 


JOSEPH CAMPBELL, COMPTROLLER GENERAL OF THE UNITED 
STATES 

FRANK H. WEITZEL, ASSISTANT COMPTROLLER GENERAL OF THE 
UNITED STATES 

ROBERT F. KELLER, ASSISTANT TO THE COMPTROLLER GENERAL 

JOHN F. FEENEY, ADMINISTRATIVE OFFICER 

E. L. FISHER, GENERAL COUNSEL 

ROBERT L. LONG, DIRECTOR OF AUDITS 

WALTER F. FRESE, DIRECTOR OF ACCOUNTING SYSTEMS 
WILLIAM L. ELLIS, CHIEF OF INVESTIGATIONS 

A BANKS THOMAS, DIRECTOR, CLAIMS DIVISION 

HARRELL 0. HOAGLAND, DIRECTOR, TRANSPORTATION DIVISION 
THOMAS F. FLYNN, DIRECTOR OF PERSONNEL 

CHARLES M. BAILEY, DIRECTOR, EUROPEAN BRANCH 

ROBERT F. BRANDT, PLANNING STAFF 

HERSCHEL J. SIMMONS, CHIEF, BUDGET AND FINANCE BRANCH 


SALARIES AND EXPENSES 


Amounts available for obligation 


(Balances for June 30, 1954, are as certified under sec. 1311, Public Law 663) 





| 1954 actual | 1955 estimate| 1956 estimate 


sae Bi 
Appropriation or estimate | $31, 981, 000 $31, 981, 000 $32, 100, 000 
Reappropriation of prior year balance ONO ics ei ce hci ks 
Reimbursements from other accounts 35,7 


Total available for obligation 32, 316, 789 | 
Unobligated balance, estimated savings —1, 037,505 |..__. 





Obligations incurred 
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Obligations by activities 


2 arr etemmeii 











Description 1954 actual | 1955 estimate | 1956 estimate 
i 

Direct Obligations 
1. Office of the Comptroller General -........-.-------------- $245, 996 $285, 800 $204, 4 
2. Office of the General Counsel.........................---6 1, 117, 267 1, 079, 200 1, 101, 899 
See Ge MENON «.. 4.2. wa diadouckibqetbatbdaghaqnogi 1, 827, 839 1, 979, 100 2, 023. 709 
4. Office of Administrative Services.................-.----.-- 1, 259, 415 1, 325, 200 1, 329, 3 
5. Accounting Systems Division........-.--.---------------- 817, 928 877, 000 883. 90) 
ONES SPETEENR bso 3 nsawnsaceontsbwocesqensbpoondenehe ee 4, 086, 944 3, 755, 900 3, 561, 50) 
oe sacainaaneen 6, 416, 878 6, 194, 400 6, 039, 509 
8. Division of Personnel... ........-.....----..------------+-- 287, 189 301, 050 303, 50) 
OC ITI EE AIA, wane ond sndidbtbnspnnndeddds<cesbesee 14, 749, 819 15, 577, 650 15, 934309 
TD CRT IIIS 6. dooitnige gn wectnssectascecegesacsaentee 434, 220 605, 700 628, 10) 
Li atatitenintadanell liken ae 
ee SE GING « iiigtnccnntaunidnsaderencarsabesl 31, 243, 495 31, 981, 000 32, 100,09 






































Obligations Payable Out of Reimbursements From Other 
Accounts 
DS Ae I. on ic cncnntadadkeesornssscanctonn yf RS 
4. Office of Administrative Services.................-..------ es OR a 
SB. Dbvibamiel POreml, un bntin ck dcp eden genennndcccbiubadoukd OPO lath tabcccncs 
Dh, SNe Oe on na nntcnacdnganicdaunbuctatcdubsdpevannxe Dy OEE Tn enidiiedauenes 
Total obligations payable out of reimbursements from 
SEE OE s wikia ncacisdivcccaibtbee$aneuseeuiaeedas CE i hier lhe os inn occ vest 
Obligations incurred_........-..-------- nabphiuseseuetis 31, 279, 284 | 31, 981, 000 
Obligations by objects 
Object classification 1954 actual | 1955 estimate | 1956 estimate 
Summary of Personal Services 
Total number of permanent positions_.........--------------- 6, 279 6,171 6, 087 
Full-time equivalent of all other positions 1 1 l 
Average number of all employees-_ ----.----- 6, 023 6, 000 5, 982 
Number of employees at end of year..-.-.....-.-----------.-- 5, 913 5, 944 5, 880 
Average salaries and grades: ‘i 
General schedule grades: 
EVORD SERED ho doc dk ek nbedwbbddncensdccdetatindces $4, 795 $4, 891 $4, 921 
ADVERSE QING6 ain i oon cpiis esas sob hibiesnndniten ae GS-6.7 GS-6.9 GS-70 
Personal service obligations: ra Sgt Ped 
PORE, POTD as. 36 onnithd ccd bcensentinne pnddlonodtinncin $28, 907, 273 | $29, 290, 000 $29, 220, 200 
Positions other than permanent___..-.-....-..-.---------- 6, 7! 11, 800 11, 800 
Regular pay in excess of 52-week base_........-.---.------ 110, 000 113. 000 113, 0 
ee Oe Si ctakisscatceeremenetsensabonaso 88, 395 115, 000 115, 00 
Total personal service obligations. -.........-.--..-.-...-- 29, 112, 368 29, 530, 000 29, 460, 000 
Direct Obligations = 
Ol Porsonsl ecrview... .......sesnaan A kik 29, 089, 198 29, 530, 000 29, 460, 000 
Se Fah i ih cane cccecwnnseesen- 929, 237 1, 170, 000 1, 300, 000 
GB Dranmportatinl of Abie. 5... sk eh ea i AY 44, 973 75, 000 96, 500 
04 Communication servi0es........ ...nincacsccosccnenncsdcce= 166, 893 210, 000 220, 000 
ee See et ee 233, 464 240. 000 230, 000 
O06: Deine ann wenweditiebine F550 30 le le 119, 426 142, 000 142, 0 
07 Other contractual services...........-....----..---------- 354, 316 255, 500 285, 000 
Re OE ee eee eee: 167, 103 200, 000 200, 000 
GR) Ce oS has Bs ER cae 80, 066 60, 000 60, 000 di 
12 Pensions, annuties, and insurance claims............--.--- 2, 916 17, 500 17, 500 : 
13 Refunds, awards, and indemnities......................-- 1, 084 1, 000 2, 000 th 
36. Danes end avbesements— .<s <oscnsteosc oe Kote nnn nececn 54, 819 80, 000 87, 000 ti 
Total direct obligations. .............-..-----------1---- 31, 243,495 | 31,981,000 | 32, 100, i 
Obligations Payable Out of Reimbursements From Other Accounts . 
Oe eee ee, |. wn nore 
er Ree St ce har a ka ee 8 NE Be ee See eke te... t..-..--- aes 
08 Supplies and materials__............- hi scdtecicacttusonn’ 4 eet 0) 
GO NR Seed nach tcdsncauc i aicibacbeadeice tick WO cae nonce ones" I 
ee y 
Total obligations payable out of reimbursements from 
a eR REET ITN NE ITE TTL PS Ss ....-------- a el 
NA I ise ck ck wckecnenteuncahodese 31, 279, 284 | 31, 981, 000 fe 32, 100, 000 
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Analysis of expenditures 


(Balances for June 30, 1954, are as certified under sec. 1311, Public Law 663) 





| | 
1954 actual | 1955 estimate | 1956 estimate 
| | 


Lo stUTY Se UE $800,583 | $1,293,506} $1, 500, 000 

ent in obligation of prior DOGO. £5 bitk55565.600bs~~ POND iba <pciinnbicer a ee 

ns transferred from ‘‘Miscellaneous expenses, General 
Repeating OUMN atin diastes eek aetbers-sbscondiceeescn scl _ 0, 000 1... 5.25. 
bligstions incurred during the year....-...-.---...---------- | 31,279,284 | 31,981,000 | 32, 100, 000 
32, 108,187 | 33,320,000 33, 600, 000 
eimbursenents.....--------------=--------------5------------ | —35, 789 |....- eee vcsee| Sebtnce-cosee- 
Mbligated balance carried forward............-...--.--------- — 1, 203, 506 | —1, 500,000 — 1, 600, 000 





Total CXPOUI ter esa dneneenndpesecdmcgn ae cdnscns 30,778,892 | 31,820,000 32, 000, 000 


Expenditures are distributed as follows: 
Out of current authorizations--._...........-....----------| 29,949, 989 30, 481, 000 | 30, 500, 000 
Out of prior SECROPINIIIIR itis cee pte naan ene hemes ounanel 828, 903 | 1, 339, 000 | 1, 500, 000 





Mr. Tuomas. Let the committee please come to order. We have 
vith us this morning the General Accounting Office. It is certainly 
ice to see so many of our old friends. The new Comptroller Gen- 
ral, Mr, Joseph Campbell, is well and favorably known to this com- 
nittee. Mr. Weitzel, the Assistant Comptroller; Mr. Keller, the As- 
sistant to the Comptroller General; Mr. Feeney, Administrative Offi- 
er; Judge Fisher, General Counsel; Mr. Long, Director of Audits; 
Mr. Frese, Director of Accounting Systems; Mr. Ellins, Chief of In- 
vetigations; Mr. A. Banks Thomas, Director, Claims Division; Mr. 
Hoagland, Director, Transportation Division; Mr. Flynn, Director 
of Personnel; Mr. Bailey, Director, European Branch; Mr. Brandt of 
the Planning Staff; and Mr. Simmons, Chief, Budget and Finance 
Branch. 

General, if you have anything to tell us in the way of a statement, 
we will be glad to listen to you as long as you want to talk. 


GENERAL STATEMENT 


Mr. Camppett, This general statement is a short statement which 
I would like to read and thereafter I think that you may have some 
questions of the men around me. 

Tam glad to have the opportunity to appear before you to discuss 
the work of the General Accounting Office and its budget estimates for 
the 1956 fiseal year. As you know, I have been serving as Comptroller 
‘reneral only since December 14, 1954, Since then I have spent a great 
deal of time familiarizing myself with our operations and becoming 
acquainted with those responsible for them. However, due to the scope 
ind complexity of those operations, I do not yet feel in a position to 
liscuss them in too much detail. I have with me the top officials of 
the General Accounting Office who, I am sure, can furnish such addi- 
tional information as you may require. 


AMOUNT OF BUDGET REQUEST 


For 1956 the General Accounting Office in its estimates requested an 
‘verall appropriation of $32,100,000. This amount is being reduced 
¥ 99,000 to $32,025,000 for reasons I will mention when discussing 
iscellaneous expenses. Our estimates are based on an average num- 
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ber of 5,932 employees, as against an average number of 6,000 ep. 
ployees for 1955. The decrease in employees is in our Claims ayj 
Transportation Divisions. A small increase is contemplated for oy 
general audit activities. The total amount requested for salaries jg 
$29,460,000. This is $70,000 less than the amount aavilable to us fy 
salaries for 1955. Our estimates for salaries for auditing personnel 
are not based on need but on the number of people we think we ea 
recruit and retain. 

From my relatively short experience with the General Accounting 
Office, I am convinced that our most serious problem is the recruitment 
of qualified auditors. In the past, the General Accounting Office hy 
made intensive efforts to recruit from the public accounting firms an 
the colleges and universities, but the results to date have not been suff. 
cient. We need several hundred additional topflight auditors if yw 
are to adequately carry out our duties and responsibilities. It is m 
intention to develop every means to obtain the personnel we need, ~ 


MISCELLANEOUS EXPENSES 


Our estimates included $2,640,000 for miscellaneous expenses. This 
amount is being reduced by $75,000, leaving a revised estimate for 
miscellaneous expenses of $2,565,000. ‘This latter amount is a ne 
increase of $114,000 over the amount available to us for 1955. 

An additional $130,000 is being requested for travel which is di- 
rectly related to our decentralized audit and investigative activities 
We believe the increase in travel is absolutely essential if we are to 
maintain and extend our program of examination of activities of the 
Government at the site of operations. 

Other increases in miscellaneous expenses are as follows: Transpor- 
tation of household effects and other properties, $21,500; increase in 
penalty mail payment, $10,000; contractual services, $2,500; credit 
reports, $12,000; payments required by the Government on group life 
insurance for employees, $15,000; refunds, awards, and indemnities, 
$1,000. There are decreases of $10,000 in rents and utility services and 
$68,000 in taxes and assessments. 

In submitting our estimates for 1956 the amount anticipated to be 
necessary for payments required under the Federal Insurance Contr 
butions Act was $87,000. The amount was estimated for FICA pay- 
ments on the assumption that temporary employees would not be con- 
verted into the competitive civil service until the latter part of calendar 
year 1956. 

However, a total of 643 employees were converted effective Jan: 
ary 23, 1955, leaving only approximately 180 employees on which 
FICA payments will have to be made. This change, to which I have 
referred, allows a reduction in our estimates for 1956 of $75,000. 


JOINT ACCOUNTING IMPROVEMENT WORK 


We are glad to report that the work being done under the joi 
accounting improvement program is continuing to make headway ant 
real accomplishments are being achieved. The part of the ‘ rener'al 
Accounting Office in this program is being carried on primarily by 
our Accounting Systems Division staff of only 100 people. 
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This relatively small staff, working in cooperation with the Treasury 
Department, the Bureau of the Budget, and the executive agencies, 
has been able to bring about many improvements and savings in 
accounting and procedural matters, and to make a substantial contri- 
bution to stronger financial management and better financial reporting 
throughout the Government. _ ; 

Just 10 days ago there was issued the Sixth Annual Progress Re- 
port under the program. In that report you will find instances of im- 
provements in nearly every agency 0 the Government. ; 

For example, consolidation of five finance offices of Agriculture’s 
Farmers’ Home Administration with related simplification of budget- 
ing, accounting, and reporting procedures saves approximately $1.115 
million annually. 

The Department of the Army estimates savings of $1 million at lo- 
cations operating under improved management controls provided by 
industrial funds and related accounting and cost control systems. 
Also, the Army reports that inventories were reduced by $2.6 million 
at two locations through disclosure of excessive stock levels. 

Improvements in the Department of the Navy’s supply manage- 
ment control disclosed $1.9 billion in excess and obsolete stocks of 
which $1.35 billion has been scheduled for disposal. 

It would be hard to overestimate the importance of the movement 
in the Post Office Department for better financial management. Re- 
visions in financial policies and procedures of the Department have 
greatly increased efficiency in many areas. 

Measurable savings include elimination of 520,000 daily financial 
statements and 435,000 reports as a result of discontinuing the physi- 
cal segregation of cash by funds and the maintenance of separate ac- 
counts. Savings of $2.5 million have been brought about by adoption 
of the procedure of depositing post-office receipts directly with 
Federal ugures and local banks. 

An estimated annual saving of $3.8 million will result from adop- 
tion of punched-card postal savings certificates and related simplifi- 
cations of accounting. The discontinuance of segregation by region 
of issue in listing of paid money orders by Federal Reserve banks 
promises probable savings of more than $200,000 annually. 

The instances I have mentioned are only examples and if you will 
read the progress report, which I will leave with you, you will find 
many similar cases. 

We want to make it clear that while the progress being made under 
the joint program is highly encouraging, there is still much work to 
be done. It will be a long time before we can honestly say that 
ee management throughout the Government is in a satisfactory 
condition. 


EXAMPLES OF SAVINGS OBTAINED UNDER AUDIT PROGRAM 


_As mentioned just a few minutes ago, the auditing problem of the 
General Accounting Office is most serious, due to the lack of qualified 
personnel. Notwithstanding this handicap, we feel that a great deal 
ls being done, 
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During the calendar year 1954, 63 reports of audits were submitted 
to the Congress or its committees, and 77 reports were issued to officials 
of the departments and agencies. 

I might give a few examples of our audit work, which I think wil] 
be of interest to you. _ 

In examining the Military Sea Transportation Service, we noted 
that the Army Transportation Corps at Seattle was using one shift of 
stevedores to handle cargo for MST vessels. We estimated that con- 
siderable savings were possible in charter hire and vessel operating 
costs if cargo handling time could be reduced through the use of two 
shifts of stevedores. After tests, two-shift stevedore operations were 
commenced at Seattle and it is estimated that the annual saving at 
Seattle will be not less than $500,000. 

At the port of San Francisco our examination disclosed that MSTS 
vessels spent considerably more time in port than commercially oper- 
ated vessels. This condition was brought to the attention of the local 
commander, and in September 1953 passenger schedules were revised 
to allow shorter time in port. Calculated in terms of vessel move- 
ments for the 6-month period ending March 31, 1954, the annual 
savings in operating costs aggregate approximately $1.4 million. 

In a review of the price redetermination under a contract of one 
of the military services, we noted that, although the contractor had 
agreed to make certain reductions in overhead rates applying to 
other contracts, there was no evidence that an attempt had been made 
to obtain reduced rates for the contract under review. This was called 
to the attention of the procurement officials, who later informed us 
that the contractor had agreed to a reduction of $272,000. 

We examined an Army Ordnance fixed-price contract in which the 
contractor received $164,000 for certain work, substantially all of 
which was subcontracted for approximately $58,000, affording the 
prime contractor a profit of about 180 percent. We informed the 
Chief of Ordnance of our findings concerning this and other irregu- 
larities in the procurement. Our findings were substantiated by his 
own investigation, and we have been informed that corrective action 
has been taken to prevent recurrence. 

We submitted a special report to the Secretaries of Defense, Navy, 
and Air Force regarding fire and extended coverage insurance on air- 
planes held in the manufacturers’ custody pending final delivery to 
the Government under price redetermination contracts. 

At one contractor’s plant the cost of this insurance exceeded $400,000 
annually. The risks borne by the contractors were found to differ 
under Air Force and Navy contracts, and in the case of one large con- 
tractor the Government had assumed the risks on the airplanes at 
the request of the contractor. We recommended that the Govern- 
ment’s long-standing practice of self-insurance be adopted with respect 
to these planes. 

This recommendation should result in a reduction of several million 
dollars in insurance costs borne by the Government under contracts 
presently in force. Our suggestions are being jointly considered by 
the departments concerned. 

In the audit of cost-type contracts examination of a contractors 
home office general ledger revealed that the administrative auditors 
had not made an adequate examination of certain credits received 
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by the contractor which should have been passed on to the Govern- 
nt. 

These credits included refunds of contributions to a retirement plan 

ynounting to $91,571. This item was called to the attention of the 

,dministrative audit agency and as a result the entire sum was 

recovered. 

In another case we saw that the contractor was maintaining two com- 
plete sets of stock record cards. The contractor agreed to our sug- 
vestion that one of the sets be discontinued. This action resulted in 
the elimination of 35 positions and an annual saving of about $137,025. 

In the audit of military pay during fiscal year 1954 we reported to 
the Navy for collection, overpayments of lump-sum leave to military 
personnel upon separation from the service totaling about $214,000. 
During the same fiscal year we requested the Department of the Army 
to recover $650,000 of erroneous payments of mustering-out pay. 

In the audit of the Bureau of Indian Affairs we noted payments on 
vouchers which were computed on a measurement-ton basis whereas 
the contract provided for payment on a weight-ton basis. 

Asa result of action started by our auditors, the voucher represent- 
ng the final claim under the contract was recomputed by the Bureau 
and reduced bv $59,830. The amount allowed, $14,438, was applied 
as a setoff against previous overpayments and action was started to 
recover the remaining overpayments of $30,697. Upon final collec- 
tion, total savings will amount to $104,965. 


OFFICE OF INVESTIGATIONS 


Our Office of Investigations performs an important part of the work 
of the General Accounting Office. The work accomplished by that 
Office with approximately 200 investigators is outstanding. During 
the 1954 fiscal year the Investigations staff made 1,772 reports of in- 
vestigations, surveys, and inspections. 

Investigation was made of an Air Force procurement of long-range 
airborne radio communication equipment, after information had been 
received indicating serious performance and supply failures in the 
equipment. It was disclosed that the Air Force went into large-scale 
production prior to the completion of the developmental work on the 
equipment. 

It was found that the contracts had been periodically increased to 
call for a total of 5,700 sets at an estimated cost of over $100 million, 
notwithstanding the sets were still unreliable and creating serious 
operating problems—even at the time of our investigation, which was 
3¥ years after the first procurement. 

Shortly after our preliminary report was issued, the Air Force took 
action to terminate the more recent of its production contracts in- 
volving some $88 million. On the basis of our investigation report, 
the Military Operations Subcommittee of the House Committee on 
‘rovernment, Operations held hearings and the report issued by the 
‘ommittee severely criticized the handling of the procurement. 

Another report covering an examination of the Army Chemical 
Center, Edgewood, Md., disclosed a number of highly questionable 
matters. For example, funds appeared to have been allotted far in 
excess of needs. Annual requirements averaged $4 million, whereas 
(mexpended balances exceeded $16 million. Cost records and controls 
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were inadequate, resulting in excessive costs and inadequate reimburse. 
ment for services performed. It was found in one case that switchiy 
services furnished to a contractor since 1947 were billed at $72,000 by. 
low cost. In the matter of personnel it was noted that 14 military 
personnel were assigned to the officers’ mess at an annual cost of $4(). 
000; personnel costs of operating motor pools averaged over 20 cents 
a mile; direct costs of $700,000 annually in 2 divisions included many 
overlapping and duplicating functions. It was observed that roads 
already in substantially good condition had been resurfaced at a cost 
of $265,000. Many other instances of waste and extravagance wer 
noted. Our report has been submitted to the Secretary of the Army 
for consideration. 

In another case involving an investigation of the availability and us 
of military warehouse space in the Harrisburg, Pa., area, we found 
that the Army had around 1,900,000 square feet of excess storage space, 
while an Air Force depot—less than 15 miles away—with a shortage 
of warehouse space was renting some 689,000 square feet of privately 
owned storage space at a cost of $425,000 a year and planning to build 
a new warehouse at a cost of about $1 million. We suggested to the 
military departments the transfer and the consolidation of the activi- 
ties, with a potential saving of the $425,000 a year rental, as well as 
possible elimination of the cost of the new warehouse. We now under- 
stand that the Army warehouse space is being transferred to the Air 
Force and the construction of the new facility has been deferred. 

The audit of payments by the Government for transportation is pro- 
gressing satisfactorily. During the fiscal year 1954, the General Ac- 
counting Office examined 10,242,000 bills of lading and 6,639,000 trans- 
portation requests, and furnished other Government agencies informa- 
tion as to 42,500 rate problems. In addition, we settled over 57,000 
transportation claims. Collections from carriers during fiscal year 
1954 totaled $40,755,000. Due to the successful progress that is being 
made in our program of reauditing World War IT transportation pay- 
ments, we are planning a small reduction in the Transportation Di- 
vision for 1956 at a salary saving of $156,000. 


CLAIMS DIVISION 


During the last year the Claims Division has continued to revise 
procedures and to simplify the handling of claims both for and against 
the United States. Many types of claims which were formerly sent 
to the General Accounting Office for settlement are now being handled 
by the agencies in which they arise. As a result the Claims Division 
was able to reduce its backlog from 213,000 claims on June 30, 1953, to 
187.000 on June 30, 1954. 

For 1956 we are planning a further reduction in our claims work 
with a salary saving of $208,000. 


EUROPEAN BRANCH 


The European Branch of the General Accounting Office, which was 
established in July 1952, with headquarters at Paris, has continued to 
make substantial progress. At present, we have an established com- 
plement of 47 employees who are stationed at Paris and at suboffices 
located in London, Frankfurt, Madrid, and Rome. In general, the 
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activities of the European Branch have resulted in at least a limited 
examination of most of the significant activities of United States 
agencies in Europe. Principal among our examinations has been that 
of the offshore procurement program under the Mutual Defense Assist- 
ance Act. We believe that our work in this area has brought to atten- 
tion faulty procurement practices and procedures, and that material 
improvements have been made, with the result that the prices being 
paid for military end items are being lowered. 

Asa result of a survey of our European Branch last fall, after sub- 
mission of our budget estimates, we feel strongly that our staff abroad 
should be strengthened and an increase of 13 people is contemplated. 

We have with us today Mr. Charles M. Bailey, Director of the Euro- 
pean Branch, who will be glad to discuss the work we are doing in the 
European area. 

The General Accounting Office is continuing to more than pay its 
way through collections of illegal or otherwise improper payments 
made by the Government. For the fiscal year 1954 a total of $61,259,000 
was collected. Collections from 1950 through December 31, 1954, total 
$289 million. 

INCREASE IN NUMBER OF SUPERGRADES 


The position grades in the General Accounting Office above grade 
15 have been specifically authorized by this committee in appropria- 
tion acts. This year we feel that it is necessary to ask for increases in 
the number of grades above grade 15. We would like to have author- 
ization for 2 additional grades 17 and 1 additional grade 16. One of 
the grades 17 would be for Mr. K. A. Brasfield, who is serving as 


Deputy Director of the Accounting Systems Division. The other would 
be for a Deputy Director, Division of Audits. Also, we feel that the 
positions of Director of the European Branch and Associate Chief of 
Investigations should be in grade 16. Only one additional 16 is being 
requested because the grade 16 presently held by Mr. Brasfield would 
be available to be allocated to another position in the event the author- 
zation We are requesting is granted. We wish to submit for considera- 
tion language which will accomplish this request. 


ASSISTANCE TO CONGRESS 


We are continuing to assist the Congress and its committees in every 
Way possible. We believe that each year the Congress is turning more 
and more to the General Accounting Office as its independent facility 
for obtaining impartial analysis and appraisal of the financial and 
administrative problems involved in legislation, and for advice and 
assistance on questions involving public funds and expenditures. 
During the last year 967 reports were made by the Comptroller Gen- 
eral to the Congress. In addition, we continually furnished employees 
or otherwise assisted congressional committees on specific projects. 

At the request of the House Committee on Appropriations, we made 
extensive reports involving (1) deobligation of funds under the provi- 
sions of the Mutual Security Appropriation Act of 1954, and (2) air- 
craft and related procurement obligations and obligating procedures 
of the Department of Defense. Also, at the request of the appropria- 
tions Committee, the General Accounting Office and the General Serv- 
ices Administration made a survey of electrical business machines used 
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throughout the Government with a view to obtaining more economicy| 
use of such equipment. ; 

We reported in many areas uneconomical use of equipment, anj 
made numerous recommendations for better utilization of the mg. 
chines and elimination of unnecessary work and processes. 

At the request of the Appropriations Committee we submitted oy 
December 9, 1954, a report of significant findings developed during 
the course of audit and other examinations of numerous Governmey, 
agencies. We are also submitting to the Appropriations Committee; 
quarterly report on actions within the Department of Defense to iy. 
stall financial systems and procedures for improving the Department} 
controls and reports to the Congress on appropriated funds. 

As the agent of the Congress it is the responsibility of the Comp. 
troller General and the General Accounting Office to render as mue) 
service as possible to the Congress and its committees in the form of 
reports and assistance. I understand this function was greatly de 
veloped by my esteemed predecessor. It is my intention to continy 
to emphasize and develop this phase of the work. 

Mr. Tuomas. That is a very fine statement. 


Summary oF Bupcer Request 


Mr. Reporter, I wonder if you will insert at this point the table o 
page 2 which shows for 1955, the General Accounting Office had sil. 
aries, $29,530,000. For 1956 it shows a reduction of $70,000, making 
a total of $29,460,000. The general appropriation for 1956 shows a 
increase of $119,000, in the total of $32,100,000, against a total of 
$31,981,000 for 1955. The increase is in other items; we will go into 
that in a minute. 

(The table referred to is as follows:) 


| 1955 1956 Difference 








Oe Oc eA dae s wacbebbbaes $29, 530,000 | $29, 460, 000 —$70, 0 
EEE I sais ccodnsensisensaberanenenvien sags becaee 2, 451, 000 2, 640, 000 +189, 





I ciaisiitbitissscininreerctechsgiaenatame needa onendian 31, 981, 000 | 32, 100, 000 +119, 


Mr. Werrzex. That table is not up to date since we are reducing ow 
request. by $75,000 applicable to the miscellaneous expense portion. 
The details of that are in Mr. Campbell’s statement. 

Mr. Tuomas. That brings it down to a $44,000 increase? 

Mr. Werrzex. Yes, sir, Mr. Chairman. 

Mr. Tuomas. Mr. Reporter, at this point, will you insert in the 
record the tables on pages 5 and 7? 

(The tables requested follow :) 
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Estimated obligations other than personal services: 





A 
Fiscal year: ree 
TD nde ines oss isstintensiincchnentate <opereebasmpesstcndiakaclanlpamdarnemamaa ae 2, 451, 00 
TO nih eens criti eninennianensinecaireenlpt aise aes iver arlene an 2, 640, 000 
Enereaee OP GOCTORRC. nkkcneccier enced +189, 009 


The estimate of $2,640,000 is $189,000 more than the amount appropriated for 
1955. The comparison by object classification is as follows: 


















Increase (+) 
| or 
Object class 1955 1956 | decrease (~ 
1956 over 
1955 

aneeen | ; 
Oe eee ae et ewaceee aca tkie eines $1, 170, 000 $1, 300, 000 +-$130, 064 
OO “Diep Rs: 6. 5s 4 es hel 75, 000 96, 500 | +21, 5K 

04 Communication services. -.._-~- EE ig inabnaenkwieae 135, 000 135, 000 |__.__- 
041 Penalty mail__.....-..----- 75, 000 85, 000 +10, 00 
05 Rents and utility services_. 240, 000 230, 000 — 10,00 
06 ~=Printing and reproduction_ - sanehmaad 142, 000 aa eee |..2..2:....... 
OF. . Geiner.comipnntal Mer Vite goa) oo ks sé cee-csceecksste 22, 500 25, 000 | +2 50 
071 Security investigations...............--- nxvtimpendaunaweans 60, 000 60,000 |______- = 
ee aS aes Se Se “2 ge SE SRI 53, 000 65, 000 +12, 0 
074 Administrative support, European branch_------- cantede 40, 000 40,000 |_____- ; 
re: eee Rn en nn aeeceneteebeaaees 80, 000 | 95, 000 +15, 000 
CB Spies amd Miriae. oes i sd ede <5 sens 200, 000 SIE i onnsidgonesess 

09 Equirment Die ake hea unas sseieanidiatner ata 60, 000 60, 000 | 

12 Pensions, annuities and insurance claims_...........-.--- 17, 500 ie | 
13 Refunds, awards, and indemnities______- ‘shin seks Galea 1, 000 2,000 +1, 00 
15 Taxes and assessments.-...........--- aca pecibdaaelenae 80, 000 87, 000 | +7, 00 
| anda 
OU shai ile ee ee a eS 2, 451, 000 | 2, 640, 000 +189, 00 








Mr. Tuomas. Your big increase is the one where you have 2,950 
employees in the Division of Audits, which is a requested increase of 
15 over 1955. 

Your Claims Division should be considered in conjunction, I pre- 
sume, with your Investigations Division, since they go hand in hand. 
It shows a reduction of 35 for 1956, which is a total of 662, against a 
total of 697. Your Investigations Division remains 261 for this year, 
against the same figure for 1955. 

I thought I understood you to have an increase of 13 in your over- 
seas branch, which would bring you to a total of 60. This table shows 
46 for 1956, against 46 for 1955. 

Did I understand you correctly ? 

Mr. Werrzet. We plan to put more people over there. We will just 
have to absorb that out of the other operations of the office. The 
General Counsel’s Office, the Office of Investigations, and the Division 
of Audits all contribute personnel to the European branch. We ate 
not asking for any increase in the estimate on that account. 

Mr. Tuomas. It will be a total of around 60 employees instead of 46! 

Mr. Werrzeu. If we achieve our objective, it will be. 

Mr. Tuomas. Your Transportation Division is reduced by 48. It 
brings it down to a total of 1,350. Out of your 6,000 total employees 
runs about 25 percent of your total for the Transportation Division. 


Division or AUDITS 


One of your primary headaches is your recruiting of additional 
auditors. Out of your present total of 2,935 in that Division, hov 
many of them are auditors? 
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Mr. Lone. Of that total, 1,174 are comprehensive, or cost-type 
auditors who are the persons primarily concerned with the type of 
audit that we are today performing. 

Mr. Tuomas. What is your starting GS grade under the civil service 
system and what is the compensation of your auditors? 

“Mr. Lone. In this particular area where our only increase is coming 
today in the comprehensive audit field, our starting grade is grade 5. 
The salary for grade 5 is $3,410. 

Mr. Tuomas. You are increasing your Division by 15, for the fiscal 

year 1956. 
" Mr. Lone. We are increasing an average number of positions of 15; 
an average increase of 15. However, there will possibly be reduc- 
tions, Mr. Chairman, in other areas of audit activity. We hope to 
increase our comprehensive audit area by at least 60 to 75 positions. 


SCOPE OF AUDIT PROGRAM 


Mr. Tuomas. What about your workload in your Audits Division? 
What about your backlog? Can you tell us something generally 
about it ¢ 

Mr. Lone. It is extremely difficult, Mr. Chairman, to express an 
audit workload in terms of backlog. As you know, for the past 3 years 
we have been continuously increasing and expanding the compre- 
hensive audit to all Government agencies as rapidly as personnel be- 
came available. Until such time as all of the major operating pro- 
grams of the Government are under comprehensive audit, a portion 
of the audit activity will remain on a centralized audit basis, similar 
to that which was carried on for many years. 

Mr. Tuomas. Mr. Reporter, at this point will you insert pages 129, 
130, 131, and 132 in the record ? 

(The information requested follows :) 


Division oF Aupits—ScorpE AND NATURE OF WorRK PROGRAM 


Actual or estimated obligations: Personal services 


a . Average , ‘ Change in 
»al ves > t salaries 
Fiscal year Number number | Net salaries salaries 


3, 010 | 2, 935 $14, 232, 650 
3, O15 | 2, 950 | 14, 467, 300 | 





The function of auditing the financial transactions of the Government, except 

those transactions involving payments for transportation, has been assigned 
to the Division of Audits. 
In accordance with congressional policy established by the provisions of the 
Budget and Accounting Procedures Act of 1950, auditing for the Government, 
conducted by the Comptroller General as an agent of the Congress, is directed 
at determining the extent to which accounting and related financial reporting 
fulfill the purposes specified, financial transactions have been consummated in 
accordance with laws, regulations, and other legal requirements, and adequate 
internal control over operations is exercised, and afford a basis for the settle- 
ment of accounts of accountable officers. 

Pursuant to the provisions of the Budget and Accounting Procedures Act, and 
with a view to accomplishing more effective fiscal and property audits in Federal 
departments and agencies, a program designated as the comprehensive audits 
program has been instituted within the General Accounting Office. This pro- 
gram, under the administrative and technical management of the Director of 
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Audits, is designed for execution at the site of operations by a staff of high 
specialized auditors and accountants. Recruitment of qualified accountants, 
however, has been a serious problem since the inception of the program. During 
the fiscal year 1954, 274 qualified employees have been recruited; however, 1% 
have been separated from the comprehensive rolls during that period. Ty 
budget request contemplates the addition of 52 positions in the comprehensiy 
auditor series for 1956. Despite the difficulties encountered in the recruitmey 
of qualified comprehensive auditors, the number on the rolls has increased froy 
approximately 1,140 at June 30, 1952, to approximately 1,279 at June 30, 194 
Once the staff is sufficient to adequately perform the audits now assigned, fy. 
ther expansion of the site and comprehensive work will result in decreases jy 
the numbers of employees required in the Washington branches. 

The budget request of the Division of Audits has been prepared on tip 
cine of its 5 activities, which are performed by 9 operating units, as show 

low : 


(1) Administration and supervision: Office of the Director. 

(2) Comprehensive audits: Washington operations and field operations, 

(3) Other site audits: Washington operations and field operations. 

(4) Centralized audit: Air Force Audit Branch, Army Audit Branch, Navy 

Audit Branch, Examination and Settlement Branch. 

(5) Reeonciliation of checking accounts: Depositary Accounts Branch. 
The workload estimates for Washington operations are based on the past 

experience of the Washington staff. The workload estimates for the regional 

audit offices are estimates of the work to be performed by the 1,065 people 

expected to be employed in 1955 and the 1,116 in 1956. The estimates for the§ 

audit branches are based strictly on the expected workload. In setting up the 

number of positions required in the Division in 1956, and estimating the miscel- 

laneous costs, including travel, every attempt was made to give a practical esti- 

mate, taking into consideration the limitation on recruitment. 


ADMINISTRATION AND SUPERVISION 


Division policy and procedures, recruitment and staff management, assign- 
ment of audit programs, budgetary controls, processing of reports, and general 
services emanate from the Office of the Director of Audits, his 2 assistants, 
the 4 Associate Directors of Audits, the Assistant Directors of Audits, the staf 
manager, the admiinstrative officer, and their various assistants engaged mainly 
in administrative and secretarial duties. Administrative matters involve re 
cruiting and staff management, including assignments of work, budget cost and 
travel, handling and processing of all reports, and all general-office services. 


COMPREHENSIVE AUDITS 


The term “comprehensive audit” is used to designate those audit assignments 
which have as their objective the discharge of all statutory audit responsibilities 
of the General Accounting Office relating to the receipt, disbursement, and ap- 
plication of public funds, It includes the detailed examination of financial 
transactions and accounts necessary to verify the accuracy and reliability of 
the ageycy’s financial statements and reports. In accordance with this defini 
tion, audits made under the Government Corporation Control Act are construed 
to be comprehensive audits. 

Two new comprehensive audit assignments were made during fiscal year 1954 
when all activities of the Department of Health, Education, and Welfare and 
the Veterans’ Administration were added to those already being undertaken. 
The audits in these two agencies are now in the process of conversion from 
centralized audits. Further conversions from centralized audits to audits at the 
site of operations will depend primarily on the availability of qualified personnel. 

During fiscal year 1954, 38 reports on comprehensive or site audits were sul 
mitted to the Congress or its committees and 46 audit reports were issued t 
officials of the departments and agencies under audit. 


STATUS OF ACTIVITIES 


Mr. THomas. Do you have a backlog in the Audits Division? 
Mr. Lone. There are several major operating programs in the 
Government that have not yet even been assigned for comprehensive 
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audit. Internal Revenue Service is one of those. Health, Educa- 
rion, and Welfare is a major operating program, particularly Social 
Security. which was assigned last year, but we have not yet begun a 
full-scale comprehensive audit there. 

In addition to that, in a number of the assignments which have been 
continuing for the past 2 or 3 years, we have a considerable problem 
of getting our reports out and bringing our work up to where we 
vould consider it in a reasonably current status. By “current,” I 
mean getting reports to the Appropriations Committees and other 
committees of Congress in a timely fashion and in a manner in which 
they can do something with them. 

Mr. Tuomas. Do you charge this increase in your Division of Audit 
against your Accounting Systems Division ? 

“Mr. Lone. No, sir. 


JURISDICTION OF DIVISION OF AUDITS AND ACCOUNTING SYSTEMS DIVISION 


Mr. THomas. What is the demarcation in jurisdiction between the 
two divisions here? 

Mr. Werrzei. Could I mention that, Mr. Chairman ? 

Mr. Tuomas. Yes. 

Mr. Werrzet. The Accounting Systems Division job is the overall 
job of developing principles and standards which the Comptroller 
General is to prescribe throughout the Government and also to 
approve or disapprove the accounting system of the agencies developed 
under those standards. The Systems Division provides technical 
assistance and guidance on a cooperative basis to all the departments 
and agencies of the Government in developing accounting, and to 
the Treasury on the central accounts, and also reviews and evaluates 
those systems after they are placed in operation. 

Now, the Division of Audits, as its name implies, has the job of 
auditing and reporting on the Government’s financial activities. 

Mr. THomas. Well, that is your braintrusters division. You 
levelop vour systems there. 


WORKLOAD IN DIVISION OF AUDITS 


Now, what does your workload look like for 1956 as compared 
with 1955, in your Audits Division? The amount of money the 
Government spends is reflected in your Audits Division. If there 
is no correlation between the two there is no justification for your 
system. 

Mr. Werrzeu. We have not been able to recruit enough auditors to 
cover the whole Government front on those expenditures, so what 
we are asking is based on the auditors we expect to be able to get to 
do the job. For that reason there is not much variation between 
the request for our Divisions of Audits for 1956 and what we expected 
to spend in 1955. 

Mr. Tuomas. What is the Government expenditure for 1956 com- 
pared with what it was in 1954 and 1955? 

Mr. Werrzen. The anticipated expenses for 1956 are about $62 
billion. I think the figures here will show it. 

Mr. Tomas. What were they for 1954 and 1955 ? 

Mr. Werrzen. In 1955 they are estimated at 63.5, and in 1954 they 
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were $67.7 billion, compared with an estimated $62.4 billion in 195¢ 
so that there is not too much variance proportionately in the estimated 
expenditures over the 3 fiscal years. 

Mr. Tuomas. Just a matter of $4 billion or $5 billion js all. 


COMPREHENSIVE AUDIT PROGRAM 


Mr. Werrze.. We are, we figure, still behind in our program of 
extending our comprehensive audit. For example, in the Veterans 
Administration alone we have assigned the whole VA for compre- 
hensive audit but we have been unable to take on the entire agency 
as yet. That will have to be done in the future when we get qualified 
auditors to assign to that. In the meantime we are having continued 
some of these audits on the old voucher-examination basis, 

Mr. Tuomas. When did you take over the Veterans 
Administration ? 

Mr. Werrzeu. Just last year. Prior to that we had assigned only 
the insurance program. 

We agreed this year to undertake a comprehensive type audit for 
the Civil Aeronautics Board which will be a complicated situation 
and will require personnel that we have to draw from other areas. 
As Mr. Long pointed out, we have also agreed to undertake the 
Health, Education, and Welfare audit on a comprehensive basis. 

Mr. THomas. We were taking a quick look at the Civil Aeronautics 
Board yesterday in another subcommittee and it was the consensus 
that we certainly need to do a job over there in the way of auditing 
to advise the CAB of just exactly what they are doing and particularly 
what the subsidized lines are doing to whom they are paying the 
taxpayers’ money. 

What agencies of Government are you not now giving a compre- 
hensive audit to every year? 

Mr. Werrzex. I have a table here which shows it all in detail. 

Mr. Tuomas. I say that you are not giving a comprehensive audit 
to. 

Mr. Werrze.. We would have to go along the whole list to show 
it. For example, there are many agencies in the Department of De- 
fense that we are not giving a comprehensive audit to. 

Mr. Tuomas. Let’s go into them here and see just exactly what we 
are getting here, now, for this $32 million and what we are not taking 
a look at. 

Mr. Werrzeu. I trust the committee will remember that the agencies 
we say are not under comprehensive audit are under our regular 
Government-type audit, either on a centralized basis with the vouchers 
and documents coming into Washington, still, or on a site-audit 
basis where we go out all over the country. Some of these audits 
have certain features of the full comprehensive audit, but not all 
features. 

Mr. Tuomas. You’d better give us a distinction between the two 
and what you do in one that you fail to do in the other. 
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Mr. Werrzzex. I will be glad to try to do that. The comprehensive 
audit starts with the idea of auditing the agency as a whole and try- 
ing to determine that it is doing a competent job with the funds that 
it has appropriated to it, or the revenues that Congress permits it to 
yse, and that the taxpayers are getting an effective job done in that 
awency. We try to determine whether the agency stays within the 
program laid out for it by Congress. We try to determine the policies 
adopted to carry out that program and also the procedures and 
accounting systems that are set up to see that the money is spent 
properly under those programs and under those policies. Then we 
try to find out whether actually on the job, out in the field, where the 
operations are carried on, the people on the job know those policies, 
those programs, those procedures, and are faithfully carrying them 
out. As a result of those selective examinations at the site of opera- 
tions, we try to reach a general determination and make a report to 
the agency and to Congress of the significant findings in that audit, 
and also, in the case of the regular Government agencies, we use that 
as the basis for settling the accounts of accountable officers who are 
spending the Government’s money; that is, the disbursing officers or 
the certifying officers who are responsible for those disbursements. 

Also, we look into collections and try to see that they collect all the 
money they should and that all the money they collect is accounted 
for; that the agencies’ assets are adequately safeguarded and effec- 
tively used; and that the reports by the agencies to the Congress are 
proper and reliable. 

Mr. Tuomas. You are commingling your comprehensive audit with 
your spot checking and your old activities ? 

Mr. Werrzeu. The old activities involved a detailed audit of some- 
times every voucher and contract evidencing expenditure of public 
funds. The new comprehensive audit is conducted on a selective 
basis using what we find out about the agency itself. If the agency 
has a good internal audit, and tight management control of the 
money, we don’t have to audit as much, but we have to find out what 
they are doing before we find out what coverage we give. 

Now aside from the comprehensive audit, there is the older type 
governmental audit which can be performed on a centralized basis, 
with all the vouchers and contracts coming into Washington, as in the 
case of some of the civil agencies, or with our having them sent to a 
central location, such as Army pay, Navy pay, and Air Force pay. 
We audit all Army pay and allowances at Indianapolis, all Navy pay 
and allowances at Cleveland, and all Air Force pay at Denver. 


NUMBER OF FIELD AUDIT OFFICES AND PERSON NEL 


Mr. Toomas. How many field offices do you have? 
Mr. Werrzex. In Denver we have— 
Mr. Toomas. I mean altogether. 


Mr. Lone. There are 19 regional audit offices and 8 centralized 
branch offices, 
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Mr. Werrzeu. Fifty-nine altogether. That includes investigation: 
offices and suboffices and audit regional offices—does it -include thy 
European Branch, Mr. Feeney ? 

Mr. Feeney. No, it does not. 

Mr. Werrzev. That would be covered separately, then. 

In the older-type audit we are covering the agencies we do jo 
audit comprehensively and in some cases where there is not muel, 
spent except for salaries and traveling expenses, there isn’t too much 
to audit on a comprehensive-audit basis. For example in the Stat: 
Department, now 

Mr. Tuomas. Do you have a list showing where your 59 offices are 
located ? 

Mr. Werrzex. I think we do. I will be glad to leave that with you, 
Mr. Chairman. 

Mr. Tuomas. Is this information in your justification ? 

Mr. Freenry. The number of offices 1s shown in the justification, but 
not the locations. 

Mr. Tuomas. This table ought to be inserted in the record at this 

oint. 

(The table referred to follows :) 
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regional and field offices by divisions, number actually on rolls as of 
Dec. 31, 1958, and Dec. 31, 1954 


Branches and 


Office of 
Investi- 
gations 


Claims Division of 
Division Personnel 


Division of | 


Audits Total 


19&3 | 1954 | 1953 | 1954 | 1953 | 1954 | 1953 | 1954 


Jranches ; ‘ 4 4 eo | . . 
; "Cleve land, Ohio é6tieen 13 164 15S 
152 166 


Denver, Colo iets 
Indianapolis, Ind 5 | he : 31 oR9 311 


Subtotal . otbaveweexeuld 605 636 
Regional and field offices: State and | 
city 
Alaska: Anchorage 
Arizona: Phoenix- - - 
California: 
Los Angeles 
San Diego 
San Francisco 
Colorado: Denver 
Florida: TOMRGBw «ncccne pede duives aid econ 
Georgia: Atlanta 
Illinois: Chicago 
Kentucky: Louisville - 
Louisiana: New Orleans- - - 
Massachusetts: Boston_- 
Michigan; Detroit 
Minnesofa: St. Paut- --.- 
Missouri: 
Kansas City. ...-..---- 
St. Louis . 
Montana: Billings. -- ---- 
Nebraska: Omaha. -- 
New Mexico: Albuquerque - 
New York: New York City 
Ohio: 
Cleveland 
Dayton... <.. 53 : 41 
Oklahoma: Oklahoma City. escnel 
Oregon: Portland. .----- 29 
Pennsylvania: 
Harrisburg eres | ee 
Philadelphia. -....--- : 45 | 
Tennessee: Memphis. -- - 2 et 
Texas: | 
Dallas... Sn Cae 
San Antonio. _- Taewinetl Las 
Utah: Salt Lake City___.-.-- 18 
Virginia: 
Norfolk _ alba eek . Bee el. ae ; 
Richmond. _.____- See ae Te Rees foe a 
Washington: Seattle _- s 31; 44 6 | a 37 
Washington, D. C, (field) _..._-- oon ae 1 | 21 
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Totals...... . : 1, 379 |1,422 | 170 | 170 5 5 |1, 598 | 1, 666 
| | | | 


RECAPITULATION 





| On rolls On rolls 
| Dee. 31, 1953 | Dec. 31, 1954 





: . 7 ’ : } 
| 
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Division @F DAMIR os. 3. o4i55ssece<0-0 inteigaaakeledsie 1, 379 | 1, 4: 
Office of Investigations_-_.._.........---- wet Ts Ak . 170 | l 
Claims Division Ae id 2 ee ee 4) if 





26 of these were still in St. Louis on Dec. 31, 1953, but included here for comparative purposes. 
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Mr. Tuomas. Do you have 854 of your personnel in your field offices 
as shown on the above chart? : 

Mr. Freeney. That is in the Division of Audits, sir. 

Mr. Tuomas. What is your total? Do you have a table of you 
offices by activity and location, with the number of your personnel in 
it, in one combined table? 

Mr. Frenry. We have it by divisions with the personnel in one 
table, but we would have to break it down according to the field loca. 
tions. We have 3 audit branches with a total personnel of 636. We 
also have 19 regional audit offices—-8 suboffices—with a total of 9¢) 
employees, and 11 investigation field offices and 19 field stations with 
a total of 170 employees. This makes a grand total of 62 field offices 
and 1,666 employees, 

Mr. Tuomas. And are all of these people on travel status? 

Mr. Feeney. No, sir. About 1,800 of our employees would be sub- 
ject to travel. We probably have about 600 in travel status at one 
time. 

Mr. Tuomas. They are all subject to it. That is their job. 

Mr. Freeney. That is right. 

Mr. Tuomas. What is your increase or decrease in this one-thou- 
sand-six-hundred-odd in the field this year compared with 1955? 

Mr. Freny. An increase of 68 as shown in the table which has been 
submitted. 

Mr. Werrzeu. We would like the committee to understand that in 
addition to these comprehensive audits we conduct numerous site 
audits. For example, we audit civilian payrolls at 1,400 locations. 

Mr. THomas. You might put that down in black and white and show 
which locations you are working out of and so forth and so on. 

Mr. Lone. Mr. Chairman, we have a chart, here—— 

Mr. Tuomas. It is not a part of the justification and I can’t read it 
when it is over in your office. 

Mr. Werrzeu. I would like to leave with the committee a complete 
statement of our audit coverage as of July 1954. It shows for every 
agency, whether our audit is a comprehensive audit or only a site 
audit of certain payroll vouchers, for example, or the centralized 
audit of payments to military personnel. In the State Department, 
for example, we audit the Department’s domestic payroll at the site, 
and other expenditures in the State Department offices. Embassy 
operations in Europe are reviewed by our European branch. Also, 
if the committee would be interested I would like to leave this com- 
plete description of the purposes and objectives of comprehensive 
audits, site audits, and the older type of centralized audits. 

T would like to emphasize, too, that we do audit the entire Govern- 
ment in one form or another. Certain of the business-type activities 
of the Government, the production-type activities, and to some extent 
all activities of the Government are susceptible to this comprehensive 
audit approach, but we can’t do it all at once. It is a long-range 
program that we have only gotten into in the last few years. But it 
is that type of activity that enables us to go through a department 
and find out they have too many people, too many typewriters, or that 
they have people sitting around apparently without work to do. It 
is that kind of approach that enabled us to find that the contractor 
we mentioned had two sets of inventory cards. 
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TIME INTERVAL BETWEEN AUDITS 


Mr. Tuomas. On a fiscal-year basis or calendar-year basis, do you 
audit each and every division and department of Government ? 

Mr. Werrzet. We don’t audit them all on a fiscal-year basis. Under 
the Government Corporation Control Act, we have to audit the Gov- 
ernment corporations on a fiscal-year basis, and there are other agencies 
that are under the comprehensive audit where we try to make a 
report on a fiscal-year basis. However, we do not have for every 
wency audit findings that we feel are sufficiently significant to take 
the time of the Congress with an individual annual report. 

We have made a report of our audit findings and investigations and 
other examination findings, on an annual basis, available to the 
Appropriations Committee on December 9, 1954, and we hope to do 
that every year from now on. This was the first report, and it isn’t 
as good as We wanted it to be, but it is a start. It attempts to give the 
Appropriations Committee, before its hearings, an idea of what is 
oing on in certain of the agencies that we are auditing where we have 
found something that we think you would be interested in. We try 
to list that in this report for all of the departments where we had 
something significant available. I hope this subcommittee has a copy 
of that, at least on the independent offices. 

It would be a long time before we could get a report out on every 
Government agency on an annual basis in sufficient time to help this 
committee. 

Mr. Lona. IT think it would be well to add, there, Mr. Chairman, 
something about our concept of reporting. For example, today our 
objective is not to prepare an annual audit report on a fiscal-year 
basis on an agency’s activities. We have found through experience 
that it takes us too long to complete that kind of a report. It doesn’t 
get up to the Appropriations Committee or other interested com- 
mittees of the Congress in time for them to use it either for budget 
hearings or pending legislation or other matters in which the various 
committees might be interested. Our concept today is to review certain 
activities or programs or selected types of transactions and, when we 
find we have something to report to Congress bring that together in 
i form with which the committees of the Congress can more readily 
deal on a much more timely basis. 

For example, if the committee is interested in some of the reports 
which we put out last year, this will indicate the nature of the reports 
which are now being submitted to Congress. 

Under the Commodity Stabilization Service in the Department of 
Agriculture, we submitted a report on the Sugar Act program alone 
and not on the entire organization. 

On the Department of Defense we submitted a single report on the 
Picatinny Arsenal operations. 

In Military Sea Transportation Service, a single report on a sur- 
vey of their activities in relation to commercial shipping. 

Mr. Tuomas. What were the 2 outstanding works, in your judg- 
ment, that the Audit Division performed in the last 12 months? 

Mr. Lone. I couldn’t select any two outstanding activities which 
we carried on, Mr. Chairman, during the year. 


58616—55—pt. 1——-47 
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I would say probably the thing that has received the most priority 
in our work and where we expect to get the greatest dividends jy 
carrying on our program is in the work in the Department of Defeng, 
in contract procurement and negotiations leading up to procurement, 
and other reviews of that type. | 

Mr. Tuomas. Detail one of those. One is MSTS out in Seattle. 
one in the Army arsenal in Maryland, and where was your third net 

Mr. Lone. The Army arsenal activity in Maryland was performed 
by the Office of Investigations, Mr. Chairman, and was not an audit 
report. We have completed work in the Ordnance Corps of the De. 
partment of the Army. That report should be up to Congress within 
the next 60 days. That is one of the most important jobs which we 
have done over the last year in Defense. 

Mr. Tuomas. Who originates these particular audits? Does the 

- Investigating Division bring them to your attention ? 

Mr. Lona. No, sir. 

Mr. Tuomas. How do you originate them ? 

Mr. Lone. A number of factors go into choosing a particular area 
of operations. In Defense there is a relatively simple way. A glance 
at the total budget and the amount of that budget which is going for 
defense procurement, considered together with an analysis of the 
one chiefly responsible for spending the money, led us natu- 
rally to the Ordnance Corps when we began this program. Therefore, 
we started in the Ordnance Corps, determining how they bought and 
established their requirements and so forth. 

Mr. Tuomas. Is the investigation coordinated ? 

Mr. Lone. It is. Investigations people and ourselves cooperate in 
field work. There are cases where Investigations has initiated such 
work in other technical services of the Army as well as the Ordnance 
Corps. 

I inighat add that work in that area is also going on in the Air Force 
and Navy today. 


OFFICE OF INVESTIGATIONS 


Mr. Tuomas. Let us take a look at your Office of Investigations. 
Mr. Reporter, will you put in the record pages 35 through 39! 
(The information requested follows :) 


OFFICE OF INVESTIGATIONS—SCOPE AND NATURE OF WorK PROGRAM 


Actual or estimated obligations: Personal services 








Average S arin! Change in 

Fiscal year Number | jumber | Net salaries) “cajaries 

BG nnd an nck cwtdnetabivecbesasenspesucetnaapbencash 267 261 | $1, 679, 600 | ve 
NIB ise siven= path genaeny esknesied ec ath ne ah weno 265 261 | 1,697,700 | +$18,10 





The Comptroller General is called upon by the Budget and Accounting Act 
of 1921 to investigate at the seat of government or elsewhere, “all matters relat- 
ing to the receipt, disbursement, and application of public funds,” and to make 
such investigations as may be ordered by either House of the Congress or by 
any committee having jurisdiction over revenues, appropriations, or expendi: 
tures. In addition, the Federal Property and Administrative Services Act of 
1949 directs the examination of such property accounting systems as are & 
tablished by the executive agencies to determine the extent of compliance with 
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prescribed principles and standards and approved systems, and also directs an 
audit of all types of property accounts and transactions at such times and in 
such manner as Shall be determined by the Comptroller General, such audit to 
be conducted as far as practicable at the place or places where the property 
or records of the executive agencies are kept. The investigative function, 
which is one of the major activities of the General Accounting Office, has been 
delegated by the Comptroller General to the Office of Investigations. Investiga- 
tive work of the General Accounting Office is limited only by the number and 
variety of the activities of the Government. 

The sensitivity inevitably attaching to the investigative process cannot be 
overemphasized. Quite often the investigations bear upon the integrity, judg- 
ment, and ability of top officials, either civilian or military. Inescapably, the 
report of an investigation includes a criticism or an indictment of an individual, 
an installation, an agency, a program, a policy, or a special interest group. Issu- 
ing out over the signature of the Comptroller General, it must be fair, com- 
plete, and, above all, accurate. When brought to judgment before a congres- 
sional committee, at a hearing, or before a department head, with the bureau’s 
response, it must withstand attack from all the powers and influences the 
defending interests can muster, with their tremendous resources, expertise, 
and competence, 

The investigative work of the General Accounting Office embraces the three 
programs of inspections, investigations, and surveys. 

Inspections.—The substance of this program calls for periodic examinations 
by investigators at the posts and offices throughout the world where the Gov- 
ernment’s business is conducted. The scope is absolutely unlimited, i. e., it 
may cover any of the more than 10,000 specific sites operated by any of the 
Federal departments, agencies, or instrumentalities (or Government con- 
tractors), and may encompass the manner, purpose, procedures, and propriety 
of the activity carried on, the faithfulness of the stewardship of public funds, 
and the efficiency of its property management. 

Investigations.—The investigative program goes beyond and supplements the 
General Accounting Office audit and account settlement procedures and is in- 
tended to throw light on matters which may not be, and often are not, disclosed 
in audits. The work is carried on in the field and on the spot, where it can be 
vest applied in the interest of the Government. It is geared to detecting fraud 
or irregularity in accounts and determining in general the propriety and ef- 
fectiveness of the use of public funds and property and the adequacy of the ac- 
counting for such use. Investigations may be undertaken at the direction of 
the Comptroller General or the Chief of Investigations; they may be requested 
by another division of the Office; or they may be based upon the request of the 
President, the Congress, or any of its committees, the Bureau of the Budget, o~ 
the interested agency. 

Investigators may examine into the purpose for which money is used as well 
as the method by which it is used. They may examine into specific or local 
Weaknesses, defects, excesses, irregularities and frauds, and specific findings in 
ohe area may lead to widespread investigation of similar matters in other areas 
and agencies, They may examine into any agency or branch of the Government 
and may even, when requested, go into the offices of the Congress itself. 

lhe reports may include recommendations for correction of conditions found, 
or they may form the groundwork for congressional legislation, hearings, inves- 
ugations, and reports. 

Surveys—Where pertinent, the above description of investigations applies 
also to the function of performing surveys. The difference lies not in their incep- 
tion but in their scope and objectives. 

Not designed especially to disclose erroneous actions, their characteristics is 
an assignment to find all the facts pertaining to a fiscal problem; to survey an 
fitire agency, installation, or subject ; or to evaluate and comment upon practices 
and policies on a broad scale. They may comprise, in effect, the expenditure 
analyses of executive agencies which section 206 of the Legislative Reorganiza- 
tion Act of 1946 calls upon the Comptroller General to make in order to enable 
Congress to determine whether public funds have been economically and efficiently 
administered. The objective of the survey is to search out the basic facts, bring 
- bear an informed judgment, and produce a useful, definitive appraisal as the 
eS enwork for legislation of administrative reorganizations and revisions of 

© most fundamental character. Findings are reported to the Congress, to 
the department or agency concerned, or otherwise as circumstances dictate. 
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Organization.—The Office of Investigations, under the supervision of the Chief 
of Investigations, operates through the administrative and supervisory staff 
in Washington, D. C., 11 field offices and 19 suboffices in the United States, ang 
personnel assigned to the European Branch of the General Accounting Office 
The operational structure of the staff located at headquarters includes 1 agg. 
ciate chief and 5 assistant chiefs, each of whom has comparable jurisdiction in 
the various departments of the Government; and in the field each major fieg 
office and its suboffices are under the direction of an investigator in charg. 
Organizational changes effected during fiscal year 1954 were in our field stry. 
ture. They consisted of the establishment of four new field stations at Omahy 
Memphis, San Antonio, and Salt Lake City, the transfer of the Boston and 
Dallas field stations to field offices, and the Philadelphia and New Orleans field 
offices to field stations, and the transfer of the Harrisburg field station to the 
jurisdiction of the New York field office. These changes were made in the inter. 
est of achieving greater utilization and conservation of manpower, keeping 
operating costs to a minimum, and attaining a better balance of personnel anj 
workload in certain areas. 

Certain other adiustments in the field structure may be necessary in the ep. 
suing period as work pressures dictate. 


ORIGINATION OF WORKLOAD 


Mr. Tuomas. What is the workload for investigations in 1955 
and 1956 and what are you going to be working on in 1956 that is 
outstanding in your own judgment ? 

Mr. Exits. We had roughly 660 reports prepared on investigations, 
inspections, and surveys last year, plus 1,100 minor cases on depend: 
ency and travel of officers, which are grouped together because they 
are relatively quick jobs. 

Mr. Tuomas. How do these particular cases, 1,100 of them which 
you anticipate, arise? Does someone bring them to your attention 
or are they facts unearthed by your own office that excites your 
imagination and make you think further time and attention should 
be devoted to them ? 

Mr. Exvuts. We have three programs that begin in different ways. 
First is the investigation proper, beginning with an allegation ora 
question as to waste and extravagance, wrongdoing, fraud, over- 
payments, poor administration, or inefficiency. That allegation or 
question will frequently come from someone here in the Congres. 
Right now I have 24 such cases going on which have been referred 
from one committee or another here in the Congress. Many of them 
are referred by our Division of Audits where a question arises, 0! 
is noted through the audit examination and is outside the scope of 
the particular audit job and it is sent over to us for consideration 
because it seems to call for investigative examination. 

More of the requests arise, however, out of our inspection progratl, 
which means that in effect we make a normal or routine examinatiol 
of field installations. In this country there are over 900 major mil: 
tary installations in the field. Also, there are roughly 900 such 1- 
stallations abroad and there are about 8,000 or 9,000 other installations 
of this Government inside and outside this country. Also, as Mr. 
Evins will recall, there are 172 veteran hospitals and homes. Ths 
the scope of the inspection assignment is practically unlimited. | 
we and audit, together, had three timés as many people we couldnt 
examine all of those places every year, so we try to work the examina: 
tion on a basis of where is the greatest need, where there are case 
of spending, where is the biggest money. 





Fi 


trate 
We: 
office 
plae 
woo 
a j0 
expe 
item 
doll 
like 
do r 
to a 
Kn 
exal 
0 
cial 
mer 
sur’ 
com 
con 
whi 
po 
to ¢ 
fel 
the 
use 
or 
mel 
dey 
tat 
the 


inv 
the 
ar 
are 


yo 


tri 


pe 
su 





ion in 
field 
harge 
Struc. 
maha, 
1 and 


inter. 
eping 
1 and 


le eD- 


1955 
it is 


Ons, 
end- 
they 


hich 
tion 
your 


mld 


ays, 
or a 
ver- 
1 or 
"OSS, 
red 
hem 
, Or 
» of 


jon 


“My 
Ton 
iili- 
in- 
ons 
Mr. 
hus 
If 
Int 
Na- 
3es 


739 


For that reason in our routine inspection ex xamination, we concen- 
trate on the large military and veterans’ installations in the field. 
We rarely get to these smaller areas, such as the smaller agricultural 
ofices that we just don’t have time to go to. We go to the bigger 
places and make a full examination. I w ould like to say the Edge- 
wood examination is typical. I hope it will be because I think it is 
a job that we should do a great many more of. Those jobs are 
expens iveand we can only dosomany. There were about 70 different 
items of waste, extravagance, inefficiency, mismanagement, and wrong- 
doing at the one installation: here, above Baltimore. -To doa job 
like that takes some time. If you ask what our program is, we will 
do roughly 100 to 125 inspections next year, which means we will go 
to a veterans’ hospital, or to Fort Benning, for example, or Fort 
Knox and examine all the fiscal operations susceptible of independent 
examination, 

Qur third program covers surveys. These are not designed espe- 
cially to disclose erroneous actions; their characteristic is an assign- 
nent to find all the facts pertaining to a fiscal problem; to 
survey an entire agency, installation, or - subject ; or to evaluate and 
comment upon practices and policies on a broad scale. They may 
comprise, in effect, the expenditure analyses of executive agencies 
rhich section 206 of the Legislative Reorganization Act of 1946 calls 
upon the Comptroller General to make in order to enable Congress 
to determine whether public funds have been economically and ef- 
ficiently administered. The objective of the survey is to search out 
the basic facts, bring to bear an informed judgment, and produce a 
useful, definitive appraisal as the groundwork for legislation or 
or administrative reorganizations and revisions of the most funda- 
mental character. Findings are reported to the Congress, to the 
department or agency conc erned, or otherwise as circumstances dic- 
tate. The difference between surveys and investigations lies not in 
their inception but in their scope and objectives. 


PERSON NEL IN FIELD AND IN WASHINGTON 


Mr. Toomas. Of these 261 people, how many of them are doing 
investigative work ? 

Mr. Extrs. One hundred and ninety-seven, which includes 50 of 
the staff people here in Washington who go over the reports in sort of 
areview status; 147 do the actual work in the field, and in the field 
ure 292 administrative people. 

Mr. THomas. You have a lot of chiefs and too few Indians, haven’t 
you! 

Mr. Exuis. I need more chiefs. This work can’t be done by pedes- 
trians, so to speak. 

Mr. Tuomas. It is done by the people in the offices ? 

Mr. Exxas. The work is done, of course, out in the field. Our 50 
people here do the review work and, what is even more, program the 
survey cases which we get up. 

Mr. Tuomas. Do you mean to say that your investigators are 
pedestrians? I didn’t quite get the connection there. 

Mr. Exxas. I was perhaps trying to put a byplay on your thought 
of the chiefs. This is very definitely men’s work. You can’t send 
boys out without training and experience. 
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Mr. Tuomas. How about the 22 in the field and your 50 here why 
are doing no investigative work, out of your 260, plus another 40 o 
50 stenographers? That prompts me to say you have too many chiefs 
and not enough pedestrians, or whatever you want to call them. 

Mr. Exxis. The people here have not only the job of reviewing 
and consolidating reports from the field but also to manage the survey 
cases which we get up. 

Mr. Tuomas. Your first job is to get some information out of the 
field. You have to get the information before vou can evaluate it, 
So you have t man evaluating the work of every 3 men in the field~ 
no, it is even higher than that, because you have 22 doing the sam 
work in the field that the 50 in Washington are doing. 

Mr. Etxis. The 22 in the field are secretaries. We have 147 investi. 
gators in the field, at 30 different installations. Eleven field offices 
and 19 subordinate stations. To summarize, we have 235 employees 
169 of these are in the field, 22 of which are clerical and 147 ar 
investigators. The remaining 66 includes 16 clerical employees and 
50 investigators located in Washington. 

Now, the 50 people here in Washington are divided into 6 groups, 
5 covering different departments each, but they have not only the 
job of examining these reports, but they are also responsible for 
directing at staff and departmental level investigations and investi- 
gative surveys which are done at a number of places. For example, 
right now the chairman of the Veterans’ Affairs Committee of the 
House has asked us to make a new survey on hospitalization of non- 
service-connected veterans who are being hospitalized at Government 
expense, when the law says they may be hospitalized only when they 
swear they are financially unable to pay for private hospitalization. 
That is, they are required to stay away from a VA hospital unless they 
certify that they cannot pay the bill. 

Now, the chairman of the House committee has asked that we 
resurvey that situation because of the changes put into effect in Novem- 
ber 1953, because of the serious situation we demonstrated 3 years 
ago. We understand there have been some improvements. The com- 
mittee wants to know and we are going into it. That means 2 men 
here have to do a real job of getting up an organized survey so that 
each of our 11 offices can go in on a sensible basis with a planned, 
coordinated program to examine into that question. I can give one 
report to the committee which will show what the true situation is. 

I have a number of other such cases, survey-type cases, which like- 
wise call for that sort of a view. The work out at Deseret, Utali, was 
also an examination of waste and extravagance which required Wash- 
ington help because that began at congressional request. The entire 
(as I recall) Utah delegation joined in a request for an examination 
into serious charges at this chemical depot. The charges turned 
out to be true. 

The charges turned out to be true but not nearly as serious as the 
other matters there developed. The matters of waste and extravi- 
gance of 44 men, for example, doing 7 men’s work. That sort of thing. 
The charges pertaining to Wherry housing. The Government is 0n 4 
quarter of a million dollar note for housing. The houses were built 
and only 6 people can be found to rent them and the other places a 
not now rented. You can imagine what may happen to the Govern 
ment’s note. 
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Also we showed the entire installation should be reorganized and 
made subordinate to another one 30 miles away. By doing that we 
will save $800,000 a year. The local colonels are fully in agreement 
with that reorganization and it is underway. 


INVESTIGATIONS OF THE ATOMIC ENERGY COMMISSION 


Mr. Tuomas. Have you made any investigations of any of the in- 
stallations of the Atomic Energy Commission ? 

Mr. Exxis. Not in the last couple of years. I think perhaps this 
committee will recall 2 or 3 years ago we investigated quite a number 
of charges of overstaffing or wasted manpower in the construction 
down at Savannah and at Paducah. A number of specific charges 
were brought up, I believe, by Congressman Wheeler. We examined 
quite a number of specific charges there, and at Paducah. 

Mr. Tuomas. That is one of the big agencies of Government and 

you say you haven’t looked over the agency in 3 years. How often do 
you get around to it ? 
’ Mr. Exuis. The situation with atomic energy is—as I was told when 
I went into Investigations some years ago—a system was set up be- 
cause of a security problem, that that would be handled by our audit 
group in the Division of Audits. 

Mr. Lone. That is correct. 

Mr. Exxis. The Division of Audits, I think, had done a complete 
job out in the field and have people actually in the installations. For 
that reason I haven’t felt it necessary to make any routine inspections. 

Mr. Lone. All of the activities of the Atomic Energy Commission, 
Mr. Chairman, are assigned for comprehensive audit. Actually the 
General Accounting Office has been in the field at the location of con- 
tractors’ plants since the beginning of the Manhattan Project and has 
continued there to the present date. 

Mr. Tuomas. There is nothing out of the ordinary happening there? 

Mr. Lone. I would not say nothing out of the ordinary has been 
happening, Mr. Chairman. We have released a number of reports on 
the Atomic Energy Commission’s activities. About 9 months ago 
we released a report dealing with the contracting practices and poli- 
cies of the Atomic Energy Commission and there was one predecessor 
report on the same subject. We have made a number of reports to 
the Commission, itself, having to do with matters of organization, 
some deficiencies in control over inventories and various items of 
property, and various incorrect charges and deficiencies present in 
contractor operations carried on in behalf of the Commission. 

Mr. Tuomas. Whatever happened to the Atomic Energy dormi- 
tories down in South Carolina where they spent several million dol- 
lars on dormitories and were able to rent only about 10 percent of 
them after they got them built? Did you look into that? 

Mr. Lone. That is a matter, Mr. Chairman, with which I am not 
familiar, 

Mr. Tuomas. Did the Investigations Office take a look at it? 

Mr. Extis. We were down there at the time of the building, but I 
think the allegation referred to is the one that I have read about in 
the papers, as to the failure to rent. 

Mr. Tuomas. Down in South Carolina. 
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Mr. Werrze.. The mention of rental, Mr. Chairman, brings up 
one of the most extensive jobs Mr. Ellis’ people have done, the exay;. 
nation of rental housing throughout the Government to see if th 
rates charged conform to the Bureau of the Budget circular covering 
those rates. You will remember several years ago this committe 
wrote into law the requirement that Government agencies observe thp 
requirements of the Bureau of the Budget circular. We have fou 
in most instances, haven’t we, Mr. Ellis, that those rates are too Joy 
and have recommended that they be raised and substantial additioys 
to the rates have resulted. 

Mr. Exuis. I would like to talk about that for a minute. 

Mr. Tomas. Let’s talk about the Atomic Energy Commission, | 
believe you just testified that you have been looking them over sine: 
the Manhattan Project days. Have you found anything out of line 
in their operations, either to the point that it is above the ordinary, 
as far as other Government operations are concerned, which would 
point to the excellent side, or have you found anything that woull 
point in the opposite direction ? 

Mr. Lone. I would not find it above the ordinary, on the bad side, 
Mr. Chairman. I would like to make this clarification. I said that 
the General Accounting Office had been involved in the activity of 
the Commission since the days of the Manhattan project. Until 1951 
that participation was limited to an examination of the cost 1- 
imbursement vouchers under cost contracts carried on by the Con- 
mission. Since 1951, the Commission has been under comprehensive 
audit. As I pointed out a moment ago, a number of things have been 
called to the attention of the Commission itself; also, two reports 
have come up to Congress on their contracting practices and policies. 

Mr. Tuomas. Did you find anything wrong at Los Alamos? The 
committee reduced the estimate on the average cost for each housing 
unit and almost put a limitation in the bill. The cost for each housing 
unit that was allowed was $10,000 and we came later to find out when 
AEC constructed the units they did not change the original cost but 
constructed a fewer number of units at the same high average cost per 
unit of $15,000, or something like that? 

Mr. Lone. I am familiar with no such case. 

Mr. Tuomas. You didn’t discover that? 

Mr. Lone. I wouldn’t say it was not discovered, Mr. Chairman. | 
personally am not familiar with it. 

Mr. Tuomas. Well, who would be? Was it brought to the attentio 
of the Atomic Energy Commission ? 

Mr. Lone. I believe no one here could answer that question, M: 
Chairman. We would have to check with the people on the Atom 
Energy Commission audit to determine what we did find and what We 
did report. 


INVESTIGATION OF ELECTRIC ENERGY, INC., CONTRACT 


Mr. Tuomas. Now, you have been auditing them since the Manhat- 
tan project days. Here is a little item of, in round figures, $90 million 
on one contract, with a utility company in Ohio, I believe. After the 
contract was entered into, they revised the cost upward from $90 mil: 
lion to $100 million. That was last year, I believe. ; 

Mr. Werrzev. Mr. Chairman, that is the EEI contract, is it not’ 
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Mr. Lone. It was either that or OVEC. 

Mr. Tuomas. It was in this town in Ohio, I believe. 

Mr. WerrzeL. It is at Joppa, Ill., and serves the AEC installation 
at Paducah. In that case we are making an examination of that con- 
vact. Two of our top people have just returned from a trip over 
there. The reason we didn’t get into that sooner, the main reason 
was, that this was not a normal cost-type contract. The Atomic 
Energy Commission was not directly lable for construction costs 
paid by EEI. Those costs will enter into rates paid by the Com- 
mission to EEI for power delivered from the plant. We made a 
very preliminary survey about a year ago and informed Congressman 
Yates, I believe, about June or July of last year, as to the apparent 
reasons for the overrun on that particular plant. Much of it con- 
sisted of labor troubles and, we felt possibly in part at least, poor 
labor management, strikes. We are making a rather complete exam- 
ination of that contract. The Government had no protection by a 
limit or ceiling on the cost to be incurred in that case, which will be 
reflected in the power rates charged AEC, and the result has been 
referred to as the “EBASCO fiasco.” 

Mr. Tuomas, Certainly that is not good sound business principles 
umployed there by the Atomic Energy Commission. 

Mr. WeitzeL. We do not believe so and we are going in to find out 
why before it gets too late. The complete plant has not yet been 
put into operation. 

In our annual report for 1954 at page 20 we point out instances of 
our audit findings on AEC, 

Mr. Tuomas. The Atomic Energy Commission announced 6 to 12 
months after they signed the contract that there would be an overrun 
of about $90 million. 

Mr. Werrzet. The figures went up sharply from the very start. 
There was a tremendous overrun. 

Mr. Tuomas. How many people do you have assigned to the Atomic 
Energy Commission ? 

Mr. Lone. Approximately 10 people are working on these contracts 
inthe Ohio Valley. 

Mr. Tuomas. In the field? 

Mr. Lone. In the field and in Washington. Three in Washington 
and the remainder in the field. We are actually doing work now at 
the locations of those plants in the Ohio Valley. Two men just re- 
turned from there last week to Washington. We have a target date 
of 3 weeks from yesterday for a draft of a report on those activities to 
be completed. We have been working with the Joint Committee on 
Atomic Energy in connection with those activities. 


CONTRACTING PRACTICES OF AEC 


Mr. Tuomas. What about the cost of the new construction? The 
Commission has alleged for years and years that it was a virgin field 
ind very few people knew how to construct what they wanted. Most 
of the work was done on a cost-plus-a-fee basis. Some of it was let 
upon competitive bidding. Have you looked into that? 

Mr, Werrzet. We have reported to the Congress on the contracting 
practices of the Commission. We found that some of them were prac- 
tically on a cost-plus-a-percentage-of-cost basis, and when we brought 
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that to the attention of the Joint Committee on Atomic Energy th, 
Commission then immediately issued instructions emphasizing the 
prohibition against cost-plus-a-percentage-of-cost contracts. 

Mr. Lone. It actually went farther than that, Mr. Weitzel. Tip 
Congress enacted legislation last year which amended the basic Atomip 
Energy Act prohibiting cost-plus-percentage-of-cost contracting 
Prior to that they had authority to enter into such contracts. They 
no longer have such authority. 7 

Mr. WerrzeL. We have done a great deal of work on the Commi:. 
sion’s contracting policies and we found that while the policies sup. 
posedly gave effect to the competitive bidding principle, many cop. 
tracts were negotiated in circumstances where we weren’t sure the 
negotiation was needed _ 

Mr. Tuomas. I believe you also did some work on management con- 
tracts, where they paid them no compensation. It was & mere 
$1, plus all the overhead allowances. Did you look into that, too! 

Mr. Lone. That particular contract is probably the Savannah River 
contract, the E. I. du Pont de Nemours Co. That is not a dollar 
a year, it is $1 for the entire life of the contract. We have men in 
residence in Savannah River in connection with the activities under 
that contract. Unfortunately, the activity at Savannah River is 
extremely classified. 

Mr. Tuomas. That is what I have in the back of my mind. Atomic 
Energy is so classified that the General Accounting Office can’t get in 
there and look over the operation. 

Mr. Lone. No, sir, it is not. 

Mr. Tuomas. The Investigations Office gentleman just testified that 
it is so classified that his investigators don’t get in there and they left 
it up to the Audits Division. 

Mr. Lona. That happens to be an internal arrangement in the GA0 
which was worked out a number of years ago and which has been 
continued. 

Mr. Exits. I don’t think I should have left the impression that our 
people can’t get in there if we have a special allegation. I have mate 
arrangements with the Comptroller at Atomic Energy as to how to go 
about it and on the last job we did, we borrowed some of the Audit 
people who had the particular clearance required for particular i- 
stallations. I can work it out if I have a particular dtaibation. 

Mr. THomas. How many of your peole have been cleared to date to 
go into atomic energy installations ? 3 

Mr. Exu1s. I believe we have either 4 or 5 people who have the “Q 
clearance, permitting access. 

Mr. THomas. What isa “Q” clearance now ? 

Mr. Exxis. I am told that is the grade of clearance required for the 
entry to the AEC installations. 

Mr. Lone. Actually, there are a number of different grades of cleat- 
ance, Mr. Chairman. The term “Q” clearance I am told originated 
from the designation which was on the security questionnaire form 
which employees filled out for investigative purposes and it became 
known as the “Q” clearance. For all practical purposes that clearance 
is adequate for access to AEC activities. There are some particularly 
highly classified activities that an additional investigation may be re 
quired, or even those with “Q” clearance may have restricted access t0 
that, on a basis of need-to-know the information. 
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Crarms Drvision 


Mr. Tuomas. Mr. Thomas, what about the Claims Division pro- 
gram ! : i , : 
Mr. Reporter, insert at this point, if you will, please, pages 96, 97, 
98, and 99. 
(The information requested follows : ) 
C.iaims Division, Scope AND NATURE OF WorK PROGRAM 


Actual or estimated obligations: Personal services 





. , Average Net sal- Change in 
Fiscal year Number | jumber aries salaries 


697 | $3, 582, 400 
662 | 3,374,000 — $208, 400 


The claims settling activities have been undergoing drastic changes for more 
thana year. The changes in the claims activities have fallen generally into three 
categories, each of which is interrelated with the others. These are: (1) A re- 
organization of the Claims Division itself along functional lines to permit deal- 
ing with essentially similar matters on an effective and efficient basis, while at 
the same time assuring adequate coordination of the several types of claims 
activities to the extent that they require consideration and application of the 
same fundamental statutes, regulations, and procedures; (2) a reappraisal of 
the essential characteristics of the claims settling function in the light of its 
relationship with the other activities and programs of the office; and (38) the 
inauguration of a positive, cooperative, and consistent program designed to im- 
prove the underlying processes of the various departments and agencies which 
are concerned in the processing of claims, as the most effective method of pro- 
viding a sound foundation for improving and integrating the overall claims prob- 
lems of the Government. 

The reorganization of the Claims Division in the fall of 1953, for the first time 

clearly segregated the three basic types of claims activities. These are: 
(1) Claims against the United States of members and former members of the 
Armed Forces; (2) other types of claims against the United States; and 
(3) claims on behalf of the United States (debt claims). This has made it pos- 
sible for the Claims’ Division to perform its functions more effectively and 
economically by concentrating in separate branches all operations relating to 
particular classes of claims, including the facility for adapting modern business 
methods such as business machines and other mechanical devices to expedite 
routine operations. 
Of even greater significance, the reorganization has provided a sound founda- 
tion for the development of the other two major phases of the claims program 
mentioned above. It has been possible to reappraise the essential character- 
istics of the claims settling function in relationship to the other activities of the 
office and of the departments and agencies of the Government. Under this re- 
appraisal, a continuing program is going forward of utilizing the audit facilities 
of the office on a byproduct basis to the maximum extent possible as a basis 
for the verification an devaluation of factual data in support of administrative 
recommendations. A considerable amount of work has thus been eliminated as 
an adjunct of claims work and resulted in personnel savings. In connection 
with debt work it has been found possible to implement the audit and investiga- 
tive processes very substantially in terms of providing effective collection 
Processes, including current inquiry into efforts of the departments and agencies. 
Similarly the development of the debt collection functions and the claims 
processes of agencies and the division have been coordinated with the joint 
accounting improvement program through the Accounting Systems Division. 
This has been accomplished by initiating projects to strengthen internal collec- 
tion procedures of the departments and agencies and by adapting streamlined 
accounting techniques to the internal claims processing functions of the depart- 
Metis and agencies as well as to those of the division. 
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Aside from the coordination of the claims program with the programs of thp 
other divisions of the office, an aggressive program has been undertaken with 
the various departments and agencies to instruct them in the essentials under. 
lying the handling of claims. Emphasis has been placed on strengthening their 
internal facilities so as.to assure the maximum effectiveness of department,| 
processes with consequent reduction of the need for submitting claims whi 
do not involve essentially doubtful or difficult problems to the General Account. 
ing Office. The area of debts due the United States is a particularly fruitfy 
field for this effort. 

The results of this program are being reflected already in the marked jp. 
crease in the efficiency with which the claims-settlement activities of the Offic 
are being carried out more effectively with a smaller staff, and, of even greater 
significance, by an increasing awareness on the part of the departments o; 
the importance of the claims-settlement problem and of potential improvements 
therein. 

From the standpoint of the actual collection activities of the Division, the 
reorganization, with its attendant improvements in management and techniques 
already has resulted in a substantial improvement in efficiency. With a redue. 
tion of about one-sixth in total personnel, the Division collected $7,479,667.36 jp 
1954, excluding $414,859.17 recovered on forged checks since that function was 
transferred to the Treasury Department early in the year. This compares with 
collections of $6,124,483.04 on other than forgery cases in 19538, an increase of 
$1,355,187.32 or 22 percent. These results were accomplished despite the fact 
that the benefits of the reorganization were only partially felt during the year, 
When the new operations are completely shaken down it is anticipated that the 
relative efficiency of the debt-collection activity, in terms of cost of processing 
each case, will be nearly doubled. 


Mr. Tuomas. Tell us about some of your activities in the Clains 
Division; let’s see if you have a backlog, and so forth. 

Mr. A. B. Tuomas. We worked out the same arrangement with the 
Director of Audits in the few claims matters we have had involving 
atomic energy. For precisely the same reasons Mr. Ellis gave, we 
haven’t anybody in our Division who has too much need for Q clear- 
ance. We have field clearances on approximately 100 people. 


ORGANIZATION OF CLAIMS DIVISION 


Mr. Tuomas. Let me read into the record a very significant state- 
ment here, beginning at the bottom of page 96: 

The reorganization of the Claims Division in the fall of 1953 for the first 
time clearly segregated three basic types of claims activities: (1) claims against 
the United States of members and former members of the Armed Forces, (2) 
other types of claims against the United States, and (3), claims on behalf of 
the United States, where the Government is seeking recovery. 

Do you have anything out of the ordinary to report as to your past 
activities during the past year and what you contemplate in 1956 in 
your Division ? 

Mr. A. B. Tuomas. We think we have, Mr. Chairman. Simply 
stated, the reorganization separated debt work from everything els. 
Heretofore it was intermingled, military and civil matters, together 
with claims against the United States. These activities were orgal- 
ized on functional lines which funnel all debt matters into a separate 
organization. We are developing people and procedures which we 
think are considerably more effective in this separate organization, t0 
collect amounts owing the United States. 

We have reduced substantially the number of employees. During 
the last 5 years we have cut our force practically in half. 
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WORKLOAD OF CLAIMS DIVISION 


Mr. Tuomas. Mr. Reporter, will you insert this table on page 104% 
(The information requested follows :) 


Workload and performance data, General Accounting Office—Claims Diviston 


| Production data 
Unit of | Fiseal | Re- Work- | _ nue ~ | Closing 
work year ceipts load Pro- Man: Per backlog 
duc- vears| ™an- 
tie it year 


Activity 


| 


{ 1955 | 41,000 50, 15 45, 450 101 450 
1956 | 37,800 42, { 40, 950 91 450 
{ 1955 | 38,632 39, 333 | 38, 600 23 , 678 

1956 | 34,807 35, ! | 35, 000 22 , 600 


Civil Claims Section 


Civil Review Section 
~. . | 955 | 50 59, 47: 56 | 536 
Military Claims Section i isha > bod 48. 83: 000 7 S 
| f 1955 | 49, 280 52, 05 51, 000 26 , 961 
1956 39, 915 , 968 , 200 23 , 748 | 
| 67, 266 , 175 , 880 144 520 
67, 266 561 | 81, 640 157 520 
| 24, 960 26, 393 | 25, 000 17 , 475 
24, 200 25, 593 | 24, 000 16 , 500 
| 30, 000 58, 36 , 825 59 675 
30, 000 , 565 ,120; 59 680 
, 200 23, 687 3, 875 15 907 
1956 q i , 287 15 952 
1955 115 
1956 101 
1955 ea aeeed 73 
1956 Se 73 
1955 ¥ ‘ 37 


1956 | ‘ a 34 


Military Review Section 
Washington Debt Section - ---- 
Debt Review Section... ----- 
Indianapolis Debt Section- 
Cleveland Debt Section 

Claims Service Section. ~~. --.--- 
Indian Tribal Section - - - - 
Administrative 


Mr. Tuomas. You might go over page 104 with a little explanation 
on your workload. 

Mr. A. B. THomas. The receipts, as you will notice, particularly in 
the last 2 fiseal years, and it carries on up into the time we reported 
here and even more current than that, have been considerably reduced. 
On military, there is, of course, a substantial answer, reduction in 
military personnel. During the war period the number of claims was 
considerably higher because of the increased operations and expendi- 
tures. 

Mr. THomas. Civil claims? 

Mr, A. B. THomas. Yes. 
sane Tuomas. 50,400 against 45,360 for your 2 fiscal years, 1955 and 

956. 
Mr. A. B. Tuomas. That is right, and the reasons are the same— 
civil activities have been considerably reduced. 

Mr. Tuomas. Are the national expenditures reflected directly and 
proportionately in your workload ¢ 

It has fallen off about 10 percent for 1956 against 1950? 

Mr, A. B. Tuomas. I think that is approximately the figures Mr. 
Weitzel gave. 

Mr. WerrzeL. Many of the claims now will be settled by the depart- 
ments because we feel they are not a class of claim GAO needs to 
consider and it is quicker and easier and cheaper for the departments 
to settle them. They are payments such as those that may be made 
toa man who has simply left the service. There is no doubtful ques- 
tion of fact or law so we tell the department, “Pay it yourself and don’t 


send it to GAQ.” 
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That has accomplished a considerable reduction in claims. 
_ Mr. Tuomas. But still your responsibility remains there to get the 
job done, doesn’t it ? na 

Mr. Werrzev. It does and, of course, all those payments wil] be 
audited by GAO after they are made by the department. We are 
ne to help the departments do their job better by showing they 
what things are important in handling claims and also in handlins 
claims by the Government. That is another program Mr. Thomas 
has been pushing. 


TRANSPORTATION DIVISION 


_Mr. Tuomas. Mr. Reporter, put pages 108 and 109 in the record, 
You show a reduction of $156,900. Out of your 6,000 employees, 
roughly, 1,400 of them are in the Transportation Division. ; 

(The information referred to follows :) 
TRANSPORTATION Division, Scope AND NATURE OF Work Procraw 


Actual or estimated obligations: Personal services 

















Fiscal year | N Average Net salaries | Change in 
scal y Number number Net salaries salaries 
Wi ce Ee cea 1, 452 1, 398 $6, 051, 400 |.............. 


DE a cnicinth patter isnngsStacesutdeemshuaries | 1, 405 1, 350 5, 894, 500 | ~ $156, 900 


Only in the Transportation Division of the General Accounting Office, so far 
as payments by the Government generally are concerned, are there examined 
for correctness and for compliance with applicable tariffs, rates, and special 
rate and fare and other agreements, the payments made by Government disburs- 
ing officers of bills of common and contract carriers for freight and passenger 
transportation services furnished on Government bills of lading and transpor- 
tation requests and a substantial number of commercial bills of lading used for 
Government shipments. Overpayments for such services generally are collected 
by the Division directly from carriers. Also, the Transportation Division ad- 
judicates all claims by carriers for freight and passenger transportation services 
furnished the United States and it furnishes reports to the Attorney General 
in connection with all suits by and against the United States involving trans- 
portation rates and charges. 

The Transportation Division during the fiscal year 1954 collected directly 
from carriers and deposited into the Treasury the sum of $40,755,453, or a little 
over $3 million more than was collected and deposited during the preceding 
fiscal year. 

During the fiscal year 1954, the Transportation Division examined 3,778,910 
bills of lading and 3,892,695 transportation requests and furnished other Govert- 
ment agencies information as to 42,498 rate situations; reaudited or reexamined 
6,463,567 bills of lading and 2,746,354 transportation requests; adjudicated or 
settled 40,956 freight and 5,881 passenger transportation claims against the 
United States; settled 9,781 claims by the United States against the carriers 
in connection with free billing, administratively reported debts, and export 
traffic claims; disposed of 43,866 appeals and protests in connection with actions 
taken: transmitted debts to the Department of Justice for collection against 
59 carriers involving 1,366 bills of lading and transportation requests; and col- 
sidered and furnished reports to the Attorney General as to 12,872 bills of lad- 
ing and transportation requests, each of which was the subject of legal action 
against the United States. In connection with these activities there were issued 
to carriers of all types 132,647 freight and 47,396 passenger notices of over- 
payment in the sums of $42,367,279 and $5,668,887, respectively. In addition 
to the $40,755,453 previously mentioned, the Transportation Division collected 
for deposit in the Treasury and forwarded to administrative agencies refunds 
from carriers aggregating $76,611. 
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Mr. Tuomas. I note this sentence here, which is quite significant. 


uly in the Transportation Division of the General Accounting Office, so far 


gs payments by the Government generally are concerned, are there examined 
for correctness and for compliance with applicable tariffs, rates, and special rate 


and fare and other agreements, the payments— 
and so forth. 


WORKLOAD OF TRANSPORTATION DIVISION 


As T recall there is about 7,500,000 bills of lading and travel orders— 
isthat right / 

Mr. Hoacuann. Are you talking about the reaudit ? 

Mr, Tuomas. I am talking about it on an annual basis. Your justi- 
fication states : 

During the fiscal year the Transportation Division examined 3,778,910 bills 
of lading, and 3,892,695 transportation requests. 

Is that an accumulation or is that more or less on an annual basis? 
Yousay for the fiscal year 1954. 

Mr. Hoacianp. That is the regular audit. 

Mr. Tuomas. How far are you behind with your transportation 
requests and your bills of lading? 

Mr. Hoaguanp. In the regular audit of transportation requests we 
are bout 14 months behind payment. We audit more closely behind 
payment some special accounts of which we are a little bit suspicious. 

Mr. Tuomas. About how many bills of lading do all the agencies of 
Government issue per year, and about how many transportation re- 
quests are issued on an annual basis? I don’t find that information 
here among all of your very interesting figures. 

Mr. Hoaeitanp. You find that in the exhibits showing our receipts 
for the freight. That is on page 128 of my copy. In the freight, we 
base these estimates on our experience and also the information we 
are able to get from the agencies as to the number they have issued. 

Mr. Tuomas. Page 128? 

Mr. Werrzeu. It is page 117 of the revised copy. 

Mr. Hoacianp. In the receipts column, opposite “Audit, freight,” 
are shown the number of receipts. 

Mr. Tuomas. You don’t know how many are issued ? 

Mr. Hoacianp. That is based on what they say are issued. 

Mr. Tuomas. What is that total figure for freight, all agencies of 
the Government, and transportation? Give us the two figures there 
on an annual basis. 

Mr. Hoactanp. For fiscal 1955, 5 million bills of lading and 4 million 
transportation requests. 

Mr. Tuomas. That is about 9 million total, issued by all agencies in 
Government. How many did you dispose of in 1954, about 5 million 
out of 9 million, which gives you a 14 months backlog. 

_ Mr. Hoactanp. That is shown as 3,809,261 bills of lading and 
3,904,842 transportation requests. : 

Mr. Txomas. You come up with a very interesting figure which I 
hoticed in the table. Where is that table there, showing what you have 
recovered for the last 5 years? About $40 million for the fiscal year 
1955 estimated. Which page is that on? 
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Mr. Feeney. I think the figure for the entire office is on page 4 
$40,775,453, for the fiscal year ended June 30, 1954. 

Mr. Tuomas. $40,755,453. Now, that is bills of lading and tray) 
audits. 


ESTIMATE OF ANNUAL GOVERNMENT FREIGHT AND PASSENGER TRAVEL (ogy 


What is that annual Government bill for freight and _passenge 
traffic ? 

Mr. Hoacianp. No one knows, exactly. 

Mr. Tuomas. What is your best guess for that? 

Mr. Hoacianp. The estimated ‘cost runs around $2 billion a vear, 

Mr. Tuomas. How do you break that down between bills of lading— 
I mean freight and travel? Of course, that cost is falling off, too. |; 
won't be anything like that in 1956, as compared with 1953, 1954 and 
1955. Your expenditures have fallen off and therefore the freight bi 
should, too. 

What do you figure the freight bill w as for 1955 or maybe 1954? 

Mr. Hoacuanp. It is very difficult. to give any figures which ean be 
relied upon. The Hoover Commission was seeking that. 

Mr. Toomas. What is your best guess ? 

Mr. Hoactanp. The best guess is between $1.5 billion and $2 billion, 

Mr. Tuomas. That is for freight : and TR’s? 

Mr. Hoacuanp. Yes, sir. 

Mr. Tuomas. How does it break it down between freight and per- 
sonnel travel ? 

Mr. Hoacranp. I think we see a higher percentage of the personnel 
travel that is done ona TR. Probably only about half the travel is on 
the basis of TR’s. 

Mr. Tuomas. How is the other done, by cash expenditure or rein- 
bursement ? 

Mr. Hoacianp. 6 cents a mile in the military establishments. 

Mr. Tuomas. This figure of $2 billion is on TR’s, isn’t it ? 

Mr. Hoacianp. That is correct, it includes TR’s. 

Mr. Tuomas. And you figure that only 50 percent of Government 
travel is on TR and the other is ona mileage basis of some sort ? 

Mr. Hoactanp. That is right, or some “other way. Private car, at 
6 cents a mile, or 

Mr. Tuomas. Is that included in your $2 billion total Government 
bill for transportation and freight a year ? 

Mr. Hoacranp. IT think that we have estimated, as others have, that 
the indirect and the direct cost, the purchases f. 0. b. destination and 
so forth, the bill may run $3 billion. 

Mr. Tuomas. How does that break itself down between freight 
and personnel transportation ? 

Mr. Hoacranp. We have no basis of getting figures on anything 
except what moves on Government bills of lading and transportation 
reauests. 

Mr. Tuomas. You have the travel orders. How does that figure: 
We are not trying to pin you down, we just want you to give us the 
best available guess. If it is bad, we will accept it as that. If it is 
good, we will give you credit just the same. 

Mr. Hoacanp. T wouldn’t like to guess. 
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Mr. Tuomas. Forty percent of the total, 35 percent ¢ 

Mr. Hoacianp. It might run 35 percent, the total cost of travel 
as compared to freight. I believe the Hoover Commission does have 
come figures. 

Mr. Tuomas. Where in the world does the Hoover Commission 
vet any information that you can’t get? What information the Hoover 
(Commission gets has to come from you, doesn’t it ? 

Mr. Hoacuann. We have no way of getting it except off the docu- 
ments we receive. I don’t know what is spent otherwise. 

Mr. THomas. You can add up the number of vouchers you audit, 
whether it is travel or freight and the dollars and cents claimed under 
each one. 

Mr. Hoactanp. We keep a record of the amount paid on those we 
audit. 

Mr. THomas. What is the transportation bill of the Government, 
what does it look like to you for °54, 755, and 56% What does it cost! 
You have shown us the audit bill. There isn’t much difference in your 
dit bill between *55 and °56, is there ? 

Mr. Hoacnuanp. We estimate we might receive more in the way of 
freight in 1956. We estimate we might have over $5 million in bills 
of lading. That might not mean more money spent but that is based 
on the number estimated to be issued. 

Mr. Tuomas. What is the arrangement now in the payment of these 
freight bills since World War IT? We passed a law some 8, 10, or 
2 vearsago. The carriers just bill you direct now / 

Mr. Hoacianp. The carriers bill the shipping agency and under 
the 1940 act, I presume you have in mind, September 18, 1940——— 

Mr. Tomas. How did that change existing law ? 

Mr. Hoactanp. It provided for payment, before any audit by the 
General Accounting Office, because there had been a good deal of com- 
plaint about the delays in payment of carriers’ bills. Some of the 
carriers claimed they couldn’t operate unless their bills were paid 
promptly, so that act was passed and it provided payment would be 
made without any audit by our office. That is why we made that 
opening statement in our justification. Very few agencies make any 
prepayment audit except for management purposes. 


TRAFFIC MANAGEMENT WORK IN GSA 


Mr. Tomas. We have a unit setup over in the General Services 
Administration which costs about $450,000 this year. A little increase 
of about $65,000 over last vear, that is in this transportation field. 

You audit after payment, don’t you? 

Mr. Hoacianp. That is right. 

Mr. Toomas. This GSA unit claims they go around and try to edu- 
cate everybody before payment is made. Do you have occasion to 
look into their activities ? 

Mr. Hoaguanp. We have furnished GSA various examples where 
we find improvements are needed, since they deal with civil agencies. 
Tam sure that in Mr. Barton’s group over there, in the traffic-man- 
igement division, we have had a good deal of cooperation from them 
when we have brought to their attention examples of bad practices. 


a 8 
08616—55—pt. 1——-48 
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Also we ourselves bring bad practices to the attention of the agen 0) 
involved. We do the same with the Department of Defense. “Hit 
Mr. Tuomas. In other words, you are doing exactly the same thin lo 
they are doing, is that right ? pp 

Mr. Hoacuanp. I don’t think so, no, sir. 

Mr. Werrze.. They are trying to improve traffic management jj 
the Government and to get the Government agencies to observe prope 
shipping practices, proper routing practices, and to get the best rates 
the Government can obtain from the carriers. 

Mr. ‘Tuomas. You audit the bills, after the horse is already oy 
of the barn, and when you finally catch him, don’t you tell the agencies 
exactly that? Don’t you point out where they made some errors, or 
do you? 

Mr. Werrze.. We try to do that but the GSA handles it on a govern. 
mentwide basis and we have been working through them. A year 
or two ago, Mr. Hoagland, didn’t they publish a little book on tratfe 
management, in which they included suggestions we made as a resilt 
of our audit? 

We sometimes have to approve payment of a rate because the Gor- 
ernment asked that the commodity be shipped that way. When we 
find there is a significant number of that type of thing, we can call 
that to the attention of the GSA traffic management people. 

Mr. Tuomas. Do you call it to the attention of the GSA people or to 
the particular agency that made the error? 

Mr. Hoacianp. We call it to the attention of the agency which made 
the error, usually as soon as we discover it. We are working all tle 
time with the Department of Defense in their training of shipping 
officials. Our people go out and address their schools and we contact 
the groups in the agencies that handle these matters and give them 
our best information. 

Mr. Tuomas. Let me ask you this question. I don’t want to put 
you on a spot and have you in a position of competing with another 
agency. That is not the purpose of it. 

Do you notice a fewer number of mistakes in the last 4 or 5 years, 
as a result of the efforts of GSA ? } 

Mr. Hoaeianp. I wouldn’t say that I have noticed it as a result of He 
the work of any particular group but I do notice there is a great in- qe 
provement in the billing and in the amount of differences we find, 
the amount of overpayments. We have worked directly with the top 
accounting officials of the carriers. At the same time we have been iu 
working with the traffic people and the people having charge of trafic He! 
matters in the agencies. 

Mr. Tuomas. Mr. Weitzel, do you have occasion to look at this Hy’ 
transportation problem ? | 

_Mr, Werrzen. Yes, Mr. Chairman. Way back at the inception of Mj 
GSA, they came to us from this traflic management group and asked HBth 
for our cooperation and we have been cooperating with them get: im"! 
erally, since. 

Mr. Tuomas. What has been the net result of GSA’s activity? They HR! 
are certainly well-intentioned and it is a subject that needs some study; 
isn’t it? lic 

Mr. Werrzet. It is, indeed. th 

Mr. Tuomas. Is it worth a half-million dollars a year? 

Mr. Werrzex. I wéuldn’t want to try to evaluate it. 
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One thing they try to do is to get the Government special deals per- 

‘ted under the Interstate Commerce Act. The Government can get 
Jower rate than the public under section 22 and sometimes those 
pportunities are not taken advantage of. Sometimes somebody needs 
p represent the Government before the ICC on so-called unreasonable 
ates. GSA is also interested in that. 

Mr. Tuomas, You state in your justifications that you sent 59 
ases over to the Justice Department. 

Mr. Werrzet. Those are suits or cases where the Government was 
ying, or We were being sued for amounts that the carriers claimed 
rere underpayments to them or for amounts that we collected back 
rom them. 

Mr. Tuomas. Does the Justice Department appear before the ICC 
uid the courts on rates ¢ 

Mr. WerrzeL. They do, although we have had many people go down 
othe Federal courts in many districts at the request of Justice, to 
sist the United States attorneys in technical rate matters. 

Mr. Hoagland has noticed a reduction in overpayments on bills of 
lading, I believe. 

Mr. Hoacianb. In the regular audit it has reduced from about 3 
percent of total payments to 214 percent of total payments in the last 
years. . 

Mr. WerrzeL. How about the reaudit ? 

Mr. Hoactanp. That has come out pretty evenly at about 8 percent. 
It is in freight and not passenger. In the passenger, on the regular 
udit, it runs at about 1 percent and on the reaudit, including what we 
picked up in the original accelerated audit and our reaudit, it runs 
pround 3 percent for the war period, as against 1 percent or a little less 
nm the regular accounts. That is within 14 months of the date of 
payment. 

Mr. Tromas. Forty million is what percent of two billions? 

Mr. Werrzen. We couldn’t apply that to the $2 billion, Mr. Chair- 
man, because a lot of the collections are under the reaudit from the 
vutime period. I wouldn’t want to make that comparison. 

Mr. Hoacuanp. I believe you are talking about the $2 billion that I 
uggested might be paid out now, a year. Of course, a lot of that we 
never see, 

Mr. Tuomas, Why ? 

Mr. Hoagranp. We never see any of it where you advance 6 cents a 
nile for transportation, as far as the Transportation Division is con- 
erned. 

Mr. Tomas. That is one-half of the personnel travel and you figure 
your whole personnel travel is about 35 percent of your total bill ? 

Mr. Hoactanp. There are a great many payments made on com- 
lierclal bills of lading that we never see, as yet. We are doing every- 
thing Wwe can to get those either brought in here or made available 
“iere We can examine them. 

Mr. THomas. Why aren’t they submitted to the General Accounting 

ce? 

Mr. Hoaguanp. Well, in agencies like RFC, for example, which is in 
\(udation now; they chose to use commercial bills. They audited 
their own accounts. 

Mr. Tuomas. Do you mean RFC isn’t under the jurisdiction of 
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Mr. Hoacianp. RFC receives commecial type treatment from oy 
audit people. ; 

Mr. Tuomas. I thought it was stated a while ago that every agene 
of Government was. now under the jurisdiction of the Genera] ;. 
counting Office. 

Mr. Hoacranp. In a commercial type of audit, that is true, but we 
never did make detailed audit of their payments for transportatio, 
and now we are doing that to some extent with regard to the land 
grant, which was passed over in the administrative audit since it was 
decided land grant didn’t apply to RFC shipments and we now ay 
endeavoring, at their request, to make some audit of that. 


Evrorean Brancu 
Mr. THomas. Will you insert in the record at this point pages 1/8 
through 161. 


(The information requested follows :) 


EvROPEAN BRANCH, ScoPE AND NATURE OF WorK ProarRam 


Actual or estimated obligations: Personal services 











ge r : Average Net | Change ir 
Fiscal year Number | number salaries | salaries 
—_—_——_—— - _——_}?_ $$ $$$ —-—— ———-— —----+ } — } = —_ — ! _ — — 

eRe Ae eT AR 47 | 46 $448, 100 |. 
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In general, the activities of the Branch during the fiscal year have resulted 
in comprehensive examinations of signficant activities of the United States 
agencies in Europe. Principal among our examinations has been the offshore 
procurement program under the Mutual Defense Assistance Act. While the auitt 
accomplishments frequently cannot be measured by amounts directly recovered, 
the effectiveness of on the site audits is evidenced by the tightening of controls 
and procedures governing the multi-million-dollar European programs. Alsi, 
while a post audit of contracts can only infrequently bring about recoveries on 
contracts in force or completed, the European Branch has, through its activities 
focused attention upon faulty procurement practices and inadequate procedures 
to the point where material improvements have been noted. Such improvements 
have undoubtedly increased the efficiency of procurement offices and managemel 
in general and thereby lowered the prices the United States pays for military 
end items. 

A review was made of Army supply activities at selected depots in France aul 
termany. The criticisms made have been used by the military to provide : 
basis for reviewing operating procedures. Follow up action by the Europea! 
Branch has revealed significant operating improvements. 

In a review of an American Embassy’s administrative functions there was (ls 
covered the existence of an unofficial account, the net worth of which was stated 
at $39,298. Included in the liabilities was a $21,780 obligation to the Gover' 
ment, which arose in 1947 when the United States Army furnished the Embassy 
gasoline for resate. Upon our recomemndation this amount was covered into the 
Treasury as miscellaneous receipts. 

Activities of the European Branch have disclosed faulty administration ani 
irregularities in the following major activities : 

1. The procurement, storage, issue, and disposal of Government properl) 
2. The procurement of services, including unauthorized services. 

3. The unauthorized handling of appropriated and nonappropriated funds 
4. The procurement and administration of construction contracts. 

A number of completed representative cases are summarized, as follows: | 

An investigation into property storage practices and facilities at one ol the 
large European general depots revealed that the failure of responsible dep 
personnel to comply with regulations concerning the storage of rubber products 
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had resulted in a considerable loss to the United States. The major damage was 
eqused by open storage and improper closed storage, although adequate storage 
eswce Was available. This situation was reported to the commanding general, 

-— . . . 
ynd prompt action has been taken to comply with all procedures covering the 
sorage of rubber products. 

An investigation of payments of quarters allowances resulted in the develop- 
nent of approximately 150 cases of Army, Navy, and Air Force officers who had 
received, or Were receiving, quarters allowances while voluntarily occupying 
Covernment-controlled bachelor or family quarters. Since there were indica- 
‘ions that the discrepancies were widespread and could involve many overpay- 
ments, a conference was held with officers from the various military commands 
1 Europe for the purpose of ascertaining the extent of the practice and initiat- 
ug appropriate corrective action. Immediately realizing the seriousness of the 
imation, the commands instituted vigorous remedial action to tighten controls 

nd to elfect collections wherever possible. The commands have reported that 
1 372 cases of established overpayments totaling about $57,000, collections lave 
heen made in the sum of $41,000 to date, and that collections in cases still being 
eveloped may be larger. General Accounting Office officials presented this 
situation to members of the House Subcommittee on Appropriations in January 
4 for its information and consideration. 

Investigations have also been made in connection with: 

1, Care and treatment of civilians in military hospitals. 
2. Stockpiling. 
3. Shipment and storage of jettisonable aircraft fuel tanks. 

We are continuing an investigation involving serious procedural irregularities 
u the awarding of contracts, “price rigging” and overcharges by contractors, 
falsitication of accounting records to circumvent fund authorizations and allot- 
weuts, failure to follow established Army procedures, and many other related 
irregularities of a highly diversified nature pertaining to the construction pro- 
gram at Kaiserslautern, Germany. 

In addition to its regular audit and investigative activities the European 
Branch has from time to time called upon to assist congressional committees 
aud their staffs. 

As evidenced by the foregoing, operations have extended into practically all 
wajor programs and activities in the European theater. The knowledge and 
experience gained by our personnel during the course of these operations, plus 
the fact that the presence of the General Accounting Office in Europe is more 
keenly felt by the operating agencies as our activities are extended, doubtless 
will serve to increase the effectiveness of the General Accounting Office overseas 
in the future. In that connection, during May 1954 a field station of the Branch 
was established in Madrid in order that we may keep abreast of the military 
construction program in Spain from the beginning. 

Mr. Tuomas. You started this office with about three employees and 
how you have Jumped it up to about 60 this year. Your justification 
indicates 46 but I believe Mr. Campbell testified as to 60 awhile ago at 
i cost of about $453,000. Are you getting your money’s worth out 
of that office over there/ You don’t have to catch more than 2 or 3 
errors over there to get your money back and then some, do you 4 

Mr. Baitey. I believe our work in Europe has definitely paid big 
dividends. 

Mr. Tuomas. What else have you done besides your offshore pro- 
curement business! Have you taken a look at the general manage- 
inent and operation of the State Department in Europe, as well as the 
wmed services and Mr. Stassen’s organization 4 

Mr. Bawwey. Yes, sir; in the State Department, and in FOA. We 
have done some work in military services—not only in the area of 
offshore procurement, but in supply. 

Mr. Tuomas. What is the picture in FOA? What do you find there 
of interest ? 
oe Barry. Well, Mr. Chairman, the FOA program was a little 
lifficult to come to any definite conclusions on. 
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For instance, we made an examination of the technical assistano 
program as it was carried out in France. It is a little difficult 
determine the value the Government receives for the expenditures 
under the technical assistance program, particularly in those areas 
where they attempt to establish a system of manufacturing that j 
similar to ours. They send people over here to look at our industry 
and we send people over there to help them set up their industries 
along the same lines as ours. It will be years before any results of 
that program are apparent in the French industry that is being helpej 
along those lines. 

Mr. Tuomas. I didn’t think it was exactly your job to evaluate 
policy and so forth, whether it was good, bad, or indifferent. That 
is water over the dam. It is a question of how is the money being 
spent. 

Mr. Battry. That is one of the programs we looked at. They are 
spending the money under authorization provided by Congress. 

Mr. Tuomas. How about the general operations of the armed serv- 
ices? Did you find anything unusual about that, with reference to 
expenditures? 

Mr. Batrry. Yes, sir 

Mr. Werrze.. If we go off the record I think Mr. Bailey has: 
number of things the committee might be interested in. 

Mr. Tuomas. Go ahead and put it on the record and we will se 
about taking it off. 

Mr. Batrry. Our activity in Europe with regard to contracting 
policies has developed some very interesting information. 

For instance, in one contract in Italy a contractor produced 90 mil- 
limeter and 155 millimeter ammunition. 

Mr. Tuomas. That is offshore procurement ? 

(Discussion off the record.) 

At the present time, we are working with USAREUR in an at- 
tempt to have the contracting officers utilize more fully contract pro- 
visions permitting partial payments in order to eliminate the high 
cost of financing under these offshore contracts. 

Our review at Ordnance has revealed the United States is paying 
hundreds of thousands of dollars in the way of financing charges 
They are very high in Europe. Some run as high as 7 or 8 percent and 
a number of them run 6 percent. USAREUR has taken our recom: 
mendations and have asked their contracting officers to examine their 
offshore contracts and determine whether or not progress payments 
can be utilized as a means of eliminating these financing charges that 
are included in the cost of the contracts. 

( Discussion off the record.) . 

Mr. Triomas. How about some of your construction jobs in France, 
Germany, and England? 

(Diseussion off the record.) ; 

Mr. Werrzev. If I might mention here, Mr. Chairman, one of tlie 
construction irregularities at Kaiserslautern is on page 60 of the jus 
tifications. The rehabilitation of Villa Ritter, which General Hughes 
carried on, which we feel was entirely unauthorized, extravagant, aut 
counter to the Army regulations. 

Would you want to read that, Mr. Bailey, or shall I? 

Mr. Exxuis. That was one small element of the construction at Kal- 
serslautern but because of the other features and because of the crit 








stance 
cult to 
cLitures 
BP areas 
that js 
dustry 
Lustries 
ults of 
helped 


valuate 
That 


r being 


1ey are 
S. 
dl serv. 
nce to 


has a 
vill see 
‘acting 


)0 mil- 


an at- 
t pro- 
> high 


Ving 
Arges, 
nt and 
"ECON: 
> their 
‘ments 
s that 


Trance, 


of the 
e US: 
ughes 
t, and 


| Kai- 
eriti- 


757 


cian of the general in command, it is brought up here ahead of, the 
regular report. | 

In that year, in the regular act of Congress on constructing housing 
for oficers in military posts in this country, it says you can spend 
about $14,000. That was applicable in this country. Now, when the 
Western Area Command was being activated in Western Germany— 

Mr. Tuomas. Which project are you talking about ¢ 

Mr. Evuis. Kaiserslautern on page 60. 

This was merely the problem of how much the general spent to 
rehabilitate a house for the use of himself and his family. That is all 
‘t amounts to on its surface, but to get underneath it, it amounts really 
toa great deal more than that. As I say, the congressional guide for 
stateside housing for generals at army posts specified about $14,000, 
<9 let’s see What happened when a general gets as far away as Europe 
and he has a problem of getting a suitable place for himself, his daugh- 
ter-in-law and two grandchildren, and, of course, for his wife. 

He saw this building, an old Wehrmacht building, and said, “That 
isthe only house suitable for me. Nothing else will do.” 

He asked the commander-in-chief, European Command, General 
Handy at Heidelberg, if he could spend 100,000 marks, or $25,000 to 
fix up that house, which is a 30-room house with 7 baths. 

(General Handy—apparently bearing in mind this $14,000 limitation 
here in this country, said, “No. All you may spend is 60,000 marks.” 
So let see what happened. It was finally fixed up by the expenditure 
of 218,000 marks, or $52,000. That alone would not perhaps be so 
serious if it were not that it was accomplished by means of subterfuge, 
connivance and false accounts, all three of which took place, aside from 
the item of waste and extravagance and the outright violation of su- 
perior orders. The specific order from the commanding general was 
tospend not more than 60,000 marks. 

Mr. Tuomas. What is the general’s name ? 

Mr. Exuts. Brig. Gen. Oliver W. Hughes. He had a specific direc- 
tive from the commanding general at Heidelberg, to spend only 
60,000 deutschemarks and he spent 218,000 deutschemarks. How does 
hedo it? He does it by two subterfuges. In the first place, the spend- 
Ing in excess of the 60,000 was recorded on the accountable records as 
charged to other projects entirely, so it would not show up in the ree- 
ords as a part of the cost of the house. 

Mr. Toomas. What year was this? 

Mr. Exits. 1951 and 1952. It went on for about a year. 

Secondly, the records on the spending were kept in the desk of one 
of the post engineer employees and were not put in the ledger accounts 
pertaining to the Villa Ritter, so audit or other examination would not 
show how much was spent on Villa Ritter. We went back through the 
records and we found which ones were false. 

General Hughes had authority to spend 20,000 marks or $5,000 
without going to Heidelberg for approval. So he instituted a series 
of separate work orders totaling 138,000 marks, each of them under 
see marks, but each covering a phase of the rehabilitation of that 

uiding, 

Mr. Tuomas. What did the Army finally do about it now? 

Mr. Exxas. This was called by our European office to the attention 
of the new commander, General Bolte, who announced that he had 





also supplemented our examination and found the facts were trye ; 
reported and that he had appropriately disciplined General Hughes, 
We asked the Army what that means and Secretary Stevens about 
2 weeks ago stated he cannot reply until he gets further reports fron 
Europe. ‘We know General Hughes was returned to this country in 
1953, having finished his 3-year assignment. He was returned to the 
[linois Militar y District and a little later retired. 

Mr. Tuomas. How long did he live in the house ? 

Mr. Exuis. A little more than a year. 

Mr. Trromas. Was he retired as a result of this activity or by virtue 
of age, disability or what ? 

Mr. Exzis. I cannot advise. Secretary Stevens, says he is going to 
get a further report from Europe. 


Opsects OF EXPENSE 


Mr. Tromas. Mr. Reporter, will you go back and following 
insertion of page 5, insert page 7. It shows an increase in “Othy 
objects” of about $119,000 this vear, over last year, and your “(t) 
objects” are about 10.5 percent of your salary costs. 

Mr. Campsett. You must not forget the $75,000 savings we made. 

Mr. Trromas. That makes an increase of $44,000. That is right. 

Your “Other contractual services” run about $285,000 and the 
are broken down into “Security investigations,” “Credit reports,” ‘ ‘Ad: 
ministrative support of the European Branch”—do you charg 
$40,000 against that $450,000 ? 

Mr. Feeney. No sir. The $40,000 is what we pay the Departny 
of State for office space, equipment, supplies, and services. 

Mr. Tromas. Your group insurance 1s $95,000 ? 

Mr. Feeney. That isthe Government’s share. 

Mr. Tuomas. Gentlemen, I wonder if we can come back at 1 o'clock 


AFTERNOON SESSION 
THomas. Let the committee please come to order. 
INVESTIGATIVE REPORTS 


Mr. Evins. The GAO is an arm of the Congress. Most of your 
testimony this morning has been with reference to the bad situations 
which you have found, the emphasis being on disclosures. [I imagin 
that in a number of Government agencies, following your investiga 
tions and audit, you find they do wood work but you do not emphasize 
the good work in your reports. Is that about correct ? 

Mr. Werrze. Naturally in the investigative reports we have to 
be critical and we don’t always have room for the good things. A 
number of those good things are pointed out in the Sixth Annual 
Progress Report which we are leaving with you, which shows the 
progress being made, say, in the Post Office Department, where you 
are getting better financial management, in the Agriculture Depart 
ment and many other departments of the Government. 

Mr. Evins. The salutory part of your work is without regard t 
dollars and cents recovered. 
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Mr. Wrrrzet. We feel it is even more important than the collec- 
tions we make. If we can prevent recurrence of an erroneous expendi- 
ture it is better than getting it back only. 

In the Army, Navy, and Air Force Audit branches that we have, 
we have a procedure now where if we find they are consistently mak- 
ing overpayments on a Cert: iin class of payments we will go to the 
Army accounting people, bring that to their attention and make them 
nd a circular, or get out the word to all of their disbursing oflicers 
and stop that. The same principles are followed in our other audits. 

Mr. Evins. These figures do not reflect any of the work done for 
the Congress, or the results of your good efforts. They are only able 
to show the amount of recovery dollarwise / 

Mr. Werrzen. That is right, the actual dollars gotten back. 

The savings, some of them, are shown in the progress report and 
otherwise in the justification. 


WAIVER OF CLAIMS 


Mr. Evins. What authority does your claims chief have under the 
statute to waive claims which you feel are uncollectible ? 

Mr. A. B. Tuomas. We have no general authority, sir. 

Mr. Evins. Lots of times they are waived, and no action is taken / 

Mr. A. B. Tuomas. Not in the sense that we would say we are for 
vetting the debt, entirely. We work the cases up to the point of no 
recovery, Where we feel we have no possibility of recovering. We 
don't send good money after bad by continuing to pursue debtors who 
are judgment proof. 

Mr. Werrze.. In certain cases of dependents of military personnel, 
fit is determined that it would be inequitable to collect overpayments, 
the services can make that recommendation to the Comptroller Gen- 
eral. 

Mr. A. B. Thomas. We do have a joint waiver authority with the 
National Defense in a limited number of certain debt matters arising 
in that Department. 

Mr. Werrze,. Yes, and in the Post Office Department there is au- 
thority for the Postmaster General with the concurrence of the Comp- 
troller General to waive collection of fines, penalties and other moneys 
due wnder postal laws and regulations. Then there are certain other 
laws Congress has enacted permitting us to waive recovery of losses 
by disbursing officers of cash or funds in their custody. 

We try to operate on the basis of not spending too much money to 
ry toe ‘olle ct a bad debt. 

Mr. Exuis. May I supplement that answer in one small respect. I 
hate to be in the position of being known as one who always criticizes 
everybody, but since you bring it up I would like to put on the record 
something about the fine work done by some present installation 
managers that I could name. One is down at Warner Robins Air 
Base, Major General Tibbetts, who is doing a good job in ine uleating 
in the officers cost consciousness which in my “mind is the answer to 
the entire matter of economy, that is, to get into the military, a con- 
sciousness of doing things economically. If we ever get that done I 
will be out of a job. Major General Tibbetts is doing a wonderful job 
in that regard at Warner Robins. 
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Also Capt. Hugh Haynesworth at the naval supply depot x 
Bayonne, who has made a fine reorganization and has gotten in a |y 
of economies where before that it was a rather messy situation, \y 
third case would be Admiral Hibbs at the Oakland, Calif., naval] Sp. 
ply depot. That is also a well managed place because he has bey 
a very diligent public servant. In addition, Lt. Col. John J. Zurche 
of the Army Medical Supply Control Office, Brooklyn, has been mog 
effective in administering the stock control and related functions of 
his office. Also, Brig. Gen. August Schomberg in Heidelberg, (je. 
many, has been very effective in improving the procurement activitix 
of USAREUR. 

Mr. Evins. I am sure the members of this committee applaud th 
GAO in its fine work. 


EXAMINATION OF EUROPEAN POST EXCHANGES 


Mr. Botanp. In the European Branch have you looked into the 
question of problems within the post exchanges in Europe? Woull 
that come under your jurisdiction, too ? 

Mr. Baitey. We have not looked into it, no, sir. 

Mr. Botanp. Would that be part of the job of the General Accowt: 
ing Office, if there was something wrong in the European post e- 
change ? 

Mr. Werrzet. That is operated I believe with nonappropriated 
funds, is it not, Mr. Ellis? 

Mr. Exxts. Perhaps I could answer that. 

Mr. Tuomas. The Army is not and the Navy is. 

Mr. Exuis. The military, Army especially, thought, for perhaps 5! 
years, that there is no jurisdiction in GAO, the congressional agert, 
to examine into PX’s or similar activities. In recent years there has 
been a distinct reversal of that policy and practically an invitation o 
the part of the military to get our assistance in that field and I have 
had a number of conferences with the general counsel of the Army A 
Force exchange services, and we are free, now, if we have occasion 
to, to make an examination. We have done a certain amount of inquiry 
into the PX operations abroad. Perhaps you refer to the unusuil 
article published last fall about the alleged $8 million scandal in Ger- 
many. That article is something of an overstatement, although I have 
on my desk a stack of papers a foot high pertaining to some of the 
trials coming out of it. 

For example the article was correct in pointing out that there his 
been some conspiracy to defraud the exchange service in Germany bit 
it failed to give the exchange service any credit for the fact they wer 
the ones who found out about it and were trying to put in a corrective 
program. 

We don’t know for sure whether it is fully corrected but at least they 
tell me they have done what they could. They have turned the cast 
over to the United States attorney, Mr. Johnson, I believe it 15, * 
Frankfurt, and there were 1 or 2 convictions. There are > ° 
4 other persons who cannot now apparently be tried, although they 
should be, because they have escaped the jurisdiction. They have come 
back to this country and TI had quite a talk with The Judge Advocate 
General at Heidelberg on that subject. There doesn’t seem to be any 
present provision to bring back to Germany for trial, a defendant 10" 
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‘n this country who has defrauded the Government over there. That 
is the present situation. That was up before Congress last summer 
and Congress is still working on that problem. 

Mr. Putirs. Why do they escape jurisdiction by coming over 
here! 

Mr, Exiis. The problem is under the Constitution ; they are entitled 
to be tried in the jurisdiction where the crime was committed and they 
can't seem to find any way under present law—the Justice Department 
has been studying it but according to the file I have read and the discus- 
sions I have had with the PX people they have no way to try these peo- 
ple unless they extradite an American back to Germany. That is the 
expression they use. I merely report the discussions as I have heard 
them. 

There is-presently a fellow in Texas and one in New Jersey and, 
according to the public announcement of the United States attorney 
in Frankfurt, he would like to try those people or try to get them 
indicted. They were coconspirators in other cases which were tried 
but he has no way to bring them back and no one can figure out a way 
totry them here. That is what they have told us. We have made no 
independent studies as far as I know. 


INVESTIGATION OF WHERRY HOUSING AT DESERET, UTAH 


Mr. Botanp. You made reference to the fact that one of your inves- 
tigations took you into a military establishment in Utah in connection 
with a Wherry housing project there. The Federal Housing Admin- 
istration is a guarantor of the loan. Is that the reason why you made 


the investigation ¢ 

Mr. Exits. We went in there because I think the entire Utah delega- 
tion sent us a group of allegations of wrongdoing at that installation. 
While we were there we saw enough immediately to require a full-scale 
review or inspection of the entire place. 

Mr. Botanp. Your basis for going in is that some Government 
agency could be monetarily responsible. 

Mr. Exurs. Yes. Of course Wherry housing is on Government- 
ae property in the first place. The FHA is the guarantor of the 
loan. 

Now there is a third possible relationship. The buildings are built 
lore or less by invitation and arrangement between military and the 
builders. Right now the builders have a moral obligation, they feel, 
in the Government, to see that they get tenants and they are putting 
strong pressure on right now. “Why do we not have more tenants in 
our housing?” and that is a problem which pertains to more than just 
this one FHA case. 

Mr. Boranp. Would GAO interest itself in a housing project where 
they have enough tenants and are building more units? The charge 
has been made that the profits to the particular company doing the 
building have been huge, and one of the reasons why is because the 
rental charged the military men who live in the project is high. Would 
the GAO have some jurisdiction in looking into a problem like that ? 

If you are looking into a project because it doesn’t have tenants, 
would you concern yourselves with looking into a project where you 
lave more than enough tenants and where the rents are high? Would 
that be a problem with which GAO might concern itself ? 
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Mr. Werrzev. If there was any charge of collusion on the part of tp 
local builders with the local military “people i in getting that Wher, 
housing built or any charge of duress on the military personnel jj 
move out of other. housing into Wherry housing I would think yw 
would be interested. 

Mr. Boranp. 1 am particularly concerned about one at Westovg 
Field in Chicopee, Mass., where Chicopee has been attempting t 
assess the Westover Development Corp., a private corporation build. 
ing the project there—I don’t know how many units but they have, 
considerable number which the military men like. In the court py 
ceedings in superior court in Massac husetts which were ce ompleted jus 
about 2 weeks ago, the city solicitor in Chicopee stated there had be 
huge profits m: ade by the Westover Development Corp. One of tly 
reasons why the profits are high is because the rental charged tly 
tenants, the military men who occupy the units, is very high. Whetl 
or not there is any basis to it, I don’t know, but if the GAO \ 
interested in the problem, I would like to have it looked into. 

Mr. Extis. I would like to have that if you would turn it over to 
because I am making a survey into a number of Wherry housing 
projects. 

Mr. Botanp. I will be glad to present it to you. 

Mr. Extts. There isa question of State taxation. The rental is mor 
or less controlled. The military have a strong control over the amoutt 
of rental if they want to exercise it. It is actually exercised to this 
extent. Your rental will be $80 but if we are not able to get out of 
paying State taxes on this building, we will have to take care of tht 
otherwise. 

We are working for one of the other committees to see whether thi! 
taxation requirement is being carried out as Congress contemplated 
It is a complex problem that I wouldn’t like to give the answer to now 

Mr. Botanp. Where you have a private corporation building ths 
type of unit, and if huge profits are realized or where there is consider 
able profit realized, it seems the locality should have a basis for taxilg 
them. In Massachusetts we can’t because our laws forbid it. It woul 
seem there should be some basis for assessing them. Our problem 1 
Massachusetts is to change the State law. It isn’t a Federal proble: 

Mr. Werrzet. Congress attempted to handle that by giving perm! 
sion for certain taxes to be paid but many of the States themselve 
have decided that is not payable under the local tax situation. That 
has given rise to what some people feel are windfalls on the part 0! 
the contractors because they collect an item in the rent to cover ati 
which they don’t have to pay. 

Mr. Botanp. Well, in that case, the rents charged to military pe 
sonnel should be reduced. 


ACCOUNTING Systems Division 


Mr. Priurs. First of all, with regard to the Accounting Systells 
Divisions, it is not clear to me why that work should be inc reasing 
This committee, of course, has been ver y much interested in that pr 
gram, but I think that our hope was that having established a s* 
tem, the work should decrease. 

I note you ask for $4,900 more for next year than in the past yet! 
It seems to me that the trend should be downward. 
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Do you have your record there for past years! Go back to where 
we started this program and give the cost per year. 

Mr. Frese. I don’t have all of those figures here. They have been 
approximately the same for the last 2 years 

Mr. Feeney. That $4,900 is to take care of the step increases in the 
grades of the personnel. It is not for any additional personnel. 

Mr. Puitures. Even then it indicates that you are not going down 
any. Why shouldn’t there be a gradual reduction, now, in the amount 
f that work ¢ 

We will put in the record at this point the expenditures for this 
program since it started. 

(The information requested follows :) 


ACCOUNTING SYSTEMS DIVISION 


The Accounting Systems Division was formed early in 1948 to become the 
focal point for the governmentwide joint accounting improvement program which 
was formed following agreement between the Comptroller General, the Secre- 
tary of the Treasury, and the Director of the Budget Bureau that badly needed 
accounting reforms could only be obtained by an all-out effort under their joint 
leadership and involving a Cooperative approach with every agency of the Govern- 
ment. 

During the first 2 years, the principal emphasis on the Division’s work was 
necessarily devoted to the establishment of appropriate joint working arrange- 
ents between the Treasury Department, Bureau of the Budget, and the many 
individual agencies, obtaining joint agreement on objectives, and the develop- 
ment of necessary legislative recommendations to make possible their accom- 
plishment. This included development of recommendations which led to the 
enactment of the Budget and Accounting Procedures Act of 1950, the Post Office 
Financial Control Act of 1950, and a great deal of work on many individual acts 
dealing with specialized aspects of the total problem. 

Among the first tasks of the new organization was to develop the necessary 
changes in concepts to overcome the central paper mill, with its accompanying 
illusion of precise control, which Federal accounting had become. The first 
job was to work out specific changes in central accounting procedures in order 
to free the operating agencies of the then existing rigid requirements which 
prevented agency accounting systems from being tailored to their own manage- 
ment needs. During this period a limited staff was necessary and it was grad- 
nally recruited during the first 2 years to a total of about 35 technical personnel. 

The above changes made it possible to accelerate the work with the individual 
agencies in developing and establishing more effective organizations and pro- 
cedures for internal control and management of their operations. This naturally 
included modernized accounting systems through which emphasis was placed 
hot only on providing a record of the purpose for which the money was spent 
but also on development of appropriate financial records of assets, liabilities, 
ind costs. It was in this period of approximately 2 years that pilot systems 
were developed and tested in the public works and power areas which firmed up 
hasic concepts in the relationships between programing, budgeting, and account- 
ing on a common denominator basis. These concepts proved advantageous from 
the standpoint of both the executive branch and the Congress. A number of 
pilot installations were made in other areas on a cooperative basis with the 
(AQ staff working directly with the agencies. The manner in which com- 
liercial type accounting can best be adapted to Federal Government operations 
Wis tested and demonstrated. Several mass paperwork operations were simpli- 
fed and mechs anes with significant savings under cooperative working arrange- 
ents which gave GAO the opportunity to work out the necessary changes 
in its audit i isttianiton with the agencies concerned. The technical ste” 
Was expanded during this 2-year period to a total of about 65. 

Through the years the work with the agencies was continually receiving more 
and more emphasis. In many Cases it was necessary for agencies to reorganize 
their budgeting and accounting staffs, and to obtain more qualified personnel 
'0 develop the kind of financial controls needed under the broadened concepts 
of the legislation and related joint program. Specific accounting progress has 
hecessarily had to be evolutionary. Things had to be done step by step as a 
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practical matter. For example, separate programs had to be developed for the 
establishment of financial records of property and other assets held by the 
agencies which, under previous concepts, had never been established in finangjg) 
terms. Likewise, emphasis had to be placed on the establishment of cost accouyy. 
ing in various agencies where it is significant. This had to be tied in to changes 
in appropriation accounting. Later, the final steps of tying these specialize 
developments together into unified systems of accounting and budgeting had tp 
necessarily be taken as separate steps in many agencies. 

Beginning with the fiscal year 1953 many of the necessary changes in centr) 
accounting operations had progressed to a point where major emphasis coy)j 
best be placed on agency systems work. While further simplifications and jp. 
provements in central accounting and reporting are still going forward and wij) 
continue for an indefinite period, the staff today is now primarily engaged jy 
“on the ground” assistance to the agencies. 

The momentum of agency efforts has stepped up materially with every succeed. 
ing year until the present, when it has reached an alltime high. The result jg 
that today there is more and more activity which the Accounting Systems Diyi- 
sion, as the primary arm of the Comptroller General in this field, needs to par. 
ticipate in if all these developments are to be kept moving in the right direction, 
Specific effort is required in effecting an appropriate tie-in with the central 
accounting and reporting developments of the Treasury Department and the 
fundamentally improved budgeting practices and related requirements of the 
Budget Bureau and the Appropriations Committees. Although every effort is 
being made to encourage each operating agency to design a system best suited 
to its needs, it is apparent that if the GAO is to continue its role of leadership 
it must keep in touch directly with agency problems by day-to-day work ona 
cooperative basis. 

A great deal of the progress attained by operating agencies remains to be 
tied in to fundamental improvements in budgeting and financial reporting for 
the Government as a whole. In many respects the progress of the past con- 
stitutes raw material for continuing improvements in the future. The total 
staff required to carry forward these developments and keep accounting systems 
responsive to management needs in a changing world is not a static or precisely 
determinable proposition and obviously the major portion of this total staf 
belongs in the operating agencies. For the last 2 years and for the period imme 
diately ahead the GAO has based its work plans on a technical staff of about 
80 to 85 and a supporting secretarial, clerical, and administrative staff of 1) 
A greater number could be used to accelerate the present rate of developments, 
but it is believed that continuing stress should be laid on agency responsibility 
to get the job done with the GAO staff acting primarily as a catalytic agent, 
rendering the assistance and advice necessary to maintain the momentum of 
the total effort, filling in the gaps in some instances, and continuing the develop- 
ment of basic principles and standards which will lead to the most rapid achieve: 
ment possible of ultimate objectives. 

The table which follows shows in greater detail the personnel and cost of the 
Accounting Systems Division staff over the period described above: 


Accounting Systems Division total expenditures fiscal year 1948 through fiscal year 


1954, and budget estimates fiscal year 1955 and fiscal year 1956 


| Average number | 

ae Total expencl 
Fiscal year | | tures 

Technica! | Clerical we | and estimated 

staff staff Total 








1949 __ 

1950 _- 

1951 

ee Geeh au 
1953 - - 

1954 


1948 (established Jan. 6, 1948) 


1956 (estimate) -___- 
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\Mr. Fresr. Our work, Mr. Phillips, is getting heavier all along. 
\s you know, in view of your special past interest in this program 
when we started it, we had to practically start a revolution in order 
to get modern concepts of accounting and budgeting in the Federal 
(iovernment. 

We worked it on the basis of this small staff. The emphasis in 
everything that we do is on working with the agencies instead of 
trving to do the job for them. Over the years it has taken hold and 
mined a lot of momentum and there is now a much broader front for 
is to keep in touch with and work with as the thing does take hold. 

Mr. Priies. I would like to make it clear that I don’t think any 
part of your work has been more productive but nevertheless I did not 
contemplate that this was going to be an increasing job over the years. 

Look into the future and tell me what you anticipate. Is it going 
tostay around this figure ? 

Mr. Frese. I would think so, in order to provide necessary con- 
tinuing review and assistance, keep up adequately from an accounting 
standpoint with new developments in methods and techniques, new 
legislation and that type of thing, and to keep abreast of the ever- 
changing programs of the Government and problems of providing 
adequate accounting for them. 

Mr. Putiuips. I don’t think the committee anticipated that. They 
may have. I may be the only one who did not. 


UNIFORM ACCOUNTING SYSTEM 


Have you covered all of the Federal agencies to get a more or less 
wiform accounting established in the agencies ? 

Mr. Frest. Well, Mr. Phillips, as you know, we have tried to put 
the emphasis on helping the agencies develop systems adapted to their 
secial kind of operations and management needs, rather than uni- 
formity, by itself, so that we have a tailormade approach to a power 
facility, for example, that is different from one that applies to admin- 
istrative activities or insurance operations. 

Mr. Pumutes. There is considerable uniformity in your systems. 
It is only in 1 or 2 special agencies or departments where you have 
to devise special methods. 

Mr. Frese. We try, of course, to get enough consistency to meet 
governmentwide requirements and objectives and at the same time to 
have it be an outgrowth of our cooperative work with the agencies 
0 that primary emphasis is on their building what they can use 
themselves to do an effective job of management, and that requires 
spreading our staff of 100 people very thin, even to keep in touch with 
il, to say nothing of getting our coats off, as we have to do, to help 
them on special projects, and to make continuing reviews of systems 
inactual operation and develop further improvements and procedural 
simplifications, I would like to submit the illustrative highlights pre- 
pared from the pfogress report mentioned in Mr, Campbell’s statement 
lor the record at this point, if I may. 

(The summary referred to is as follows :) 


IitustkaTive HiGHLicHTs From 1954 Procress Report UNDER THE JOINT 
PROGRAM TO IMPROVE ACCOUNTING IN THE FEDERAL GOVERNMENT 


) Crace _ . . . 
Progress under the joint program is so widespread and includes so many 


bees ent types of improvements that an illustrative approach has necessarily 
oe “ as a basis for presenting the annual report. This brief summary 
teen include a few illustrations. The items selected are designed (1) to 

lcate the more important general developments, (2) to identify major areas 
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involving agency improvements, and (3) to characterize the several 
identifiable savings. The less tangible but infinitely more important 
which result from management utilization of improved financial data 
always lend themselves to specific measurement. 

A. General developments,—In addition to their day-to-day cooperative efforts 
to assist operating agencies under the joint program the three central agepo: 
(Treasury, Budget Bureau, and General Accounting Office) furnished le 
ship in the governmentwide aspects of the improvement program. 

1, Central accounting and reporting: Continued emphasis on simplified an 
more effective accounting and financial reporting during the year Produced 
results. 

Receipt and expenditure data are now published on an improved and Con. 
sistent basis by the Treasury in the Monthly Statement of Receipts and Expenii. 
tures of the United States Government. The Treasury’s annual combined stato 
ment, the budget document, and agency reports on the status of appropriations 
have been keyed to the same data. In addition to eliminating previous ine 
sistenices in the several series of data, better information is provided for + 
review and control over Government spending. 

A change in procedure has been instituted whereby collecting officers depos: 
directly with Federal depositaries. This important change has resulted in ty 
elimination of duplicate handling of cash by collecting agencies and Treasym 
disbursing officers and a substantial reduction in the panerwork involved 

Disbursing officers were relieved of the requirement of maintaining and yp. 
porting balances of appropriations and funds, thus simplifying the accounting 
and related procedures. This is another step toward a fully integrated agency. 
Treasury accounting system. 

2. Budgeting: The 1956 budget contains improvements in budget structuy 
for 30 organization units. These improvements involved changes in both appro. 
priations and activities classifications. Under the continuing program for in. 
proved accounting support for budget presentations, 95 organization units now 
have integrated budget and accounting systems. There are now 114 busines. 
tyne presentations in the 1956 budget. In addition, preliminary steps have bee 
taken to increase the number of cost-type appropriation presentations in future 
budgets based upon supporting cost data already used in more detailed budget 
justification material. 

3. Check payment and reconciliation processes: The proposed conversion of 
32 million paper checks to punch cards checks, involving substantial annua 
savings, is now about 70 percent completed. Approximately 21 million checks 
have been converted to date, 6 million during the past year. The conversion is 
expected to be virtually completed in 1955. Cooperative efforts by the Gover: 
ment and manufacturers of electronic equipment during the year have enhanced 
the possibility of adopting a combined check payment and reconciliation system 
to handle the Government’s multimillion transaction workload more efficiently 
and economically. 

B. Agency progress.—The various examples of agency progress which follov 
are just a few items selected from part IT of the report to indicate the tre! 
of progress in accounting developments and improvements being accomplished 
by the individual agencies largely on their own initiative within the broad prit: 
ciples and objectives of the joint program. These few examples do not, of cous 
show the full picture of the total progress that has been made in the agencies 
this year. 

Complete systems installed in Department of Agriculture—Office of Solicitor 
Federal Extension Service, Farmers Cooperative Services and Rural Electriti 
cation Administration: also, systems work under way in Marketing Servic 
Agricultural Research Service, Commodity Stabilization Service, Forest Service 
Soil Conservation Service, Foreign Agricultural Service, Office of Informatie! 
and Office of Secretary. 

Integration of cost accounting with general accounts in Government Printns 
Office coordinates budget and other reporting requirements with full control ove! 
all assets. Improved account classification and financial control of costs an’ 
property in National Advisory Committee for Aeronautics. A new aceottitls 
system which features integrated financial planning, accounting and reportils 
based on a pattern of organizational activities in National Science Foundat'" 
resulted in a 75 percent reduction in number of accounts previously maintaine! 
A complete accounting system based on acerual concepts and designed to ft 
nish direct support for budget in Small Business Administration. 
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Major accounting and financial management improvements installed by Post 
Office Department with further refinements planned. A completely new revenue 
accounting system installed in 64 district offices of Treasury Internal Revenue 
service featuring improved control over delinquent accounts; also, a new mech- 
anized accounting system for its administrative activities. Timely and accu- 
rate information to management in district offices of Treasury Bureau of Nar- 
cotics under new allotment accounting procedure. Improved cost allocations and 
cost reports to management in Veterans’ Administration ; also, new loan guaranty 
program accounting system. 

In Department of Defense the Army adopted improved budget procedures, sub- 
stantially reduced the number of allotment accounts, installed an integrated 
accounting-disbursing-payroll system at all continental Army commands and 
some overseas commands, extended financial property accounting to total of 180 
locations, increased industrial fund installations to 17, and significantly in- 
creased efficiency and effectiveness of its audit activities. The Navy improved 
its appropriation structure, adopted improved techniques to more effectively 
utilize accounting data in supply management, increased industrial fund in- 
stallations by 9 for a total of 36, instituted many refinements in established 
accounting systems, and extended comprehensive audit coverage under internal 
audit program. The Air Force further developed and tested its financial man- 
agement plan, improved its budget administration, and reduced the number of 
allotments, installed a double-entry accrual accounting system at all bases, 
extended monetary inventory accounting, and developed an improved internal 
audit program to be effective January 1955. 

In Department of the Interior, revised account structure with improved con- 
trols and management data in Alaska Railroad; developments under way in 
National Park Service and Fish and Wildlife Service. A new system installed 
for maintaining and reporting on cash accountability in Foreign Service of 
State Department. Development of an integrated accounting system in Foreign 
Operations Administration to replace systems of three predecessor agencies 
includes decentralization of accounting for technical assistance funds and im- 
proved accounting relationship with other Government agencies under uniform 
pattern. 

System developed and installed for new Federal employee group life insur- 
ance program in Civil Service Commission; also, decentralization of accounting 
to regional offices with appropriate integration with central office. Improved 
payroll system suited to its field pattern in Administrative Office of United 
States Courts. Mechanized payroll system for January 1955 installation in 
Federal Bureau of Investigation, Department of Justice. 

C(, Examples of savings.—The evolutionary nature of accounting systems im- 
provements produces long-range qualitative results which cannot always be 
expressed in direct and specific savings. However, examples of substantial sav- 
ings due to simplifications and improvements currently effective are recognizable 
in many of the agency accomplishments included in this year’s report. Many 
of these are of recurring significance. Some of these examples are listed: 

1. Consolidation of the five finance offices of Agriculture’s Farmers Home 
Administration with related simplification of budgeting, accounting, and report- 
ing procedures saves approximately $1 million in personal services, $50,000 in 
tabulating machine rental, and $65,000 in office space rental annually. 

2. Department of the Army saves $1 million at locations operating under im- 
proved management controls provided by industrial funds and related account- 
ing and cost control systems; also, inventories reduced by $2.6 million at two 
locations through disclosure of excessive levels. An improved report under 
Army's new financial property accounting system eliminates seven separate 
ncoordinated inventory reports which had cost $1.5 million per Army estimate. 
Corps of Engineers (civil functions) through improved programing and account- 
ing reduced the volume of reports forwarded to the Office of the Chief of Engi- 
heers by 70 percent; also reduced the staff associated with civilian payroll 
oe by approximately 50 percent at an estimated savings of $500,000 a 
year, 

3. Improvements in Department of the Navy’s supply management contro] dis- 
closed $1.9 billion in excess and obsolete stocks of which $1.35 billion has been 
“heduled for disposal—in Navy stock fund alone, improved inventory manage- 
ment achieved a reduction of nearly $500 million in stock levels with an additional 
reduction of more than $80 million in the annual rate of procurement. This per- 
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mitted a reduction in the cash balance of the stock fund of $250 million in fix. 
year 1953 and another $200 million in 1954. Be 

4. Department of Air Force by management utilization of accounting and fingp. 
cial records reduced the cost per dollar of sale of its clothing stock fund hy 
percent in one installation, and in one worldwide command sales increased > 
percent with a 50 percent lower inventory. 

5. A combined payroll, reimbursement voucher, blanket travel authorizatioy 
form developed by the Bureau of Census for use in paying temporary field ep. 
ployees eliminates thousands of travel orders and related vouchers with estimate 
savings to the Bureau of about $300,000. 

6. Further simplification of procedures and proficiency gained by personne! 
under the revised accounting system of the Maritime Administration, Departmen; 
of Commerce, permitted reduction of 383 accounting employees. 

7. Continuous fanfold transfer posting schedules installed in General Services 
Administration saves approximately $20,000 annually. 

8. Government Printing Office reduced its billing rates to other agencies }y 
about 5 percent due principally to expense reduction occasioned by simplified and 
improved procedures. An example of expense reduction is the decrease of 4( 
employees in the Office of the Comptroller during the year. 

. Revised method of preparing checks for old age and survivors insurance 
benefit payments saves in excess of $100,000 annually as a result of coordinated 
procedures between the Bureau of Old Age and Survivors Insurance and Division 
of Disbursement, Treasury Department. 

10. Bureau of Old Age and Survivors Insurance, Department of Health, Edy 
eation, and Welfare will save $150,000 annually by adoption of revised pr 
cedures, based on additional experience and knowledge, to reduce workload in 
investigating self-employment tax returns; use of a combined award forun 
extended to 185,000 awards annually saves about $17,000; and, replace 
ment of 29 conventional electric accounting machines with 18 high-speed ma 
chines along with important procedural changes will effect savings of $260,0 
per year in accounting operations. 

11. Revised payroll procedures in Federal Bureau of Investigation, Depart 
ment of Justice, should result in annual savings of approximately $56,000. 

12. The Railroad Retirement Board estimates savings of $90,000 per annum 
due to the integration of accounting and disbursing functions involving over a 
half million checks per month for retirement and survivor benefit payments— 
also, issuance of a single check to families rather than separate checks to the 
widow and each surviving child has reduced the number of items paid and 
certified by 300,000 per year with an estimated yearly saving of $25,000. 

18. Treasury Department, Internal Revenue Service, substituted regional office 
reports prepared from basic field records for detailed budget and personne! data 
previously developed in national office with reduction of nearly a quarter mil- 
lion documents forwarded to Washington and savings in machine rentals and 
supplies estimated at $107,000 per annum. 

14. Relocation of supply facilities by the United States Coast Guard under 
its broad program for improvement in financial management results in savings 
in personnel costs of approximately $40,000 per year and about $60,000 a year 
in annual rental to General Services Administration. 

15. Seventeen million card-index files of Veterans’ Administration beneficiaries 
maintained in Veterans’ Benefits Office by 23 full-time employees was discon: 
tinued resulting in substantial savings in personnel and equipment. 

16. Thirty-two outmoded and superseded reports of various agencies previ: 
ously required by law to be submitted to Congress were eliminated with estimated 
annual savings of approximately $130,000. 

17. A new punchcard form of transportation request for use on and after July 
1, 1955, representing an annual savings in printing costs of $150,000 a year, pro- 
vides both rail and pullman accommodations by issuance of a single request. 

18. Post Office Department revisions in financial policies and procedures has 
greatly increased efficiency through better management in many areas. Measure- 
able savings include elimination of 520,000 daily financial statements and 435,000 
reports annually by discontinuing physical segregation of cash by funds; identi- 
fiable savings of $2.5 million by extension of the direct deposit procedure initiated 
last year; estimated annual savings of $3.8 million resulting from adoption of 
puncheard postal saving certificate and related simplifications and mechaniza- 
tion of accounting; installation of a standard cost system for mail equipmett 
shop along with improved management achieved an 11 percent increase in effi- 
ciency ; application of whole dollar concept and other changes in procedures for 
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handling small remittances resulted in a 32-percent reduction (from § to 5.4 mil- 


Ss 


jion) in total remittances ; and, discontinuance of regional segregation in listing 
of paid money orders by Federal Reserve banks indicates a probable saving of 
more than $200,000. : set ralph 

19, Further progress in the program to convert 32 million remaining paper 
checks to punched eard checks begun 3 years ago, resulted in additional annual 
savings of $150,000 in payment and reconciliation operations in T reasury and 
General Accounting Office. This brings recurring savings under this program up 
to $500,000 annually. 

Mr. Potties. What are you doing over at the Veterans’ Adminis- 
tration, for example? ¥ 

Mr. ’rese. I think we are making some good progress. There are 
«me things still, however, to be done that are very important. 


INVESTIGATION OF VETERANS’ ADMINISTRATION FACILITIES 


Mr. Puxtes. Since I mentioned the Veterans’ Administration, 
let's come back to you Mr. Ellis. You testified that your investiga- 
tions of the Veterans’ Administration was confined more to the larger 
installations, and that you had not gotten into the smaller ones, 

Mr. Exxts. Yes, especially hospitals and a few regional offices. The 
audit people have done considerable work in the St. Louis region. Of 
course, We are ready to go into any hospital or regional office. 

Mr. Putcurps. I think probably you have overlooked a field which 
requires attention. I don’t think the size of the hospital is necessarily 
the criterion. I am going to bring out some of this when we have the 
Veterans’ Administration up here, because this committee has been 
working on this item of hospital management and therefore hospital 
expense for 3 years now, and has come to the conclusion that what 
happens is this: the amount of money is determined in this committee 
for the operations of veterans’ hospitals; this then goes to the Vet- 
erans’ Administration and is allotted, presumably by the budget oflicer 
or the comptroller, to the various hospitals. 

Now at that point a very marked influence enters into the picture 
and that is the desire of the local manager to operate an economical 
hospital, or, on the other hand, to do exactly as he pleases, irrespective 
of the desire of the Congress or the desire of the Veterans’ ps 
tration office in Washington, and as a result, one manager will take 
the amount allotted, run a competent hospital, giving the finest type 
of service to the veterans in that hospital, another manager of a hos- 
pital of approximately the same size, or in the same general geo- 
graphic area will say “I am going to operate this just as I please. The 
Congress hasn’t given me enough money * * *.” Congress having 
had nothing to do with it, it having been an allotment by the VA— 
and will close a ward or give out word that money has been denied him 
by the Congress. It seems in that matter of actual management, 
competence in spending the money is a place where you might do some 
very good work. It is not necessarily the large hospital. 

Mr. Etxis. We have done a little in that field. I believe you are 
right. A great deal more remains to be done. The VA has quite : 
service to collect data on costs from each of their hospitals. The best 
indication I have been able to use for costs is the index of employees 
‘o patients, if it goes to 1.5 to 1, or so, it is pretty obvious that you 
have too many. 
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Mr. Priniies. When you get past 1.3 or 1.4 you have there a possi. 
bility of investigation. 

Mr. Extis. In that case you have a referable standard, more thay 
in other things that are not at all comparable. 

Mr. Puituies. I still say that even on that basis you have some 
smaller hospitals who go down to 500 beds, that could have well been 
looked into. 

I am suggesting that since we are coming into a field of operations 
where we are talking of a possible saving of $70 million a year and q 
minimum saving of at least $15 million a year, that it might justify 
a little more attention than you felt you were able to give it in the 
past. That is about all I have in mind. 

Mr. Exits. I can’t quarrel with that. 

Mr. Puiciires. The minimum saving, with very little effort on the 
part of the hospital managers, would be better than $15 million a year, 


LOSS OF PERSONNEL TO OTHER GOVERNMENTAL AGENCIES, INDUSTRY, ETC, 


Now, I have noticed in the last year, and I have had this brought 
to my attention both by our investigators and by members of another 
congressional committee, that a good many of your employees have 
apparently been leaving you. 

They leave apparently for 2 or3 reasons. First, offers of good jobs— 
I don’t know whether they are necessarily better jobs, but good jobs 
with agencies. You establish a good accounting system and the agency 
hires one of your men to run it; is that right? 

Mr. Werrze.. Yes. Perhaps Mr. Flynn can give you the figures 
on that. 

Mr. Fiynn. We lost 140 comprehensive auditors during the fiscal 
year 1954, Of that number, 61 transferred within the Government, 
and 17 entered the military service. 

Mr. Puituies. This is the first time I ever had it brought to my at- 
tention that it was so extensive. Is that unusual? Did you say 
since 1951? 

Mr. Fiynn. That is 1954. The first 6 months of this year, we lost 
91. Of that number, 30 comprehensive auditors transferred to other 
agencies within the Government and 23 entered the military service. 

Mr. Weirzet. That has been taking place for a number of years. 
Mr. Phillips, I think one reason for it is this: We have been trymg 
to get the best obtainable people out of colleges and out of other Gov- 
ernment agencies and from private industry. When we get them 
trained and when they have advanced somewhat through our own 
agency, we get in a position where perhaps the agency that we are 
working with, or a private interest, is able to outbid us in the salary. 
I would just like to mention a few of our alumni that I think have 
done very well. 

Mr. Pures. I am talking specifically about people going from 
your shop over to another Government shop. 

Mr. Werrze.. That happens, too. 

Mr. Frese has lost many people. The present comptroller of the 
St. Lawrence Seaway Corporation is one of our former associate (l- 
rectors of accounting systems. We have lost many people to the De- 
fense Department and to civilian agencies such as Internal Revenue. 

Mr. Puttuies. Do they give them more money ? 
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Mr. WerrzEL. In some—in many cases they do. 

Mr. Tuomas. The director of the European office was taken over by 
Federal Power as a grade 17. 

Mr. Lone. On that 61 of the 140 who left us during fiscal 1954, 
soing to other agencies, 27 of them transferred at an increase in 
salary. 32 of them transferred at the same grade, 2 at a lower grade. 
The two at the lower grade were unusual cases, of course. Concerning 
the 32 at the same grade, another factor should be brought out there. 
We have, through our relationship with other agencies, been able to 
persuade them not to pirate our people from us. They will take them 
at the same grade with a promise of a higher grade and the promo- 
tions will come much more rapidly when they are over there, so it 
doesn’t tell the whole story. 

Mr. Pumurps. Mr. Weitzel, you were going to tell us something 
about people who left GAO and went to private concerns. 

Mr. WerrzeL. Yes, Mr. Phillips. For example, the present vice 
president and treasurer of the Grace Lines is Ted Westfall, who was 
our first Director of Audits. We are losing an Assistant Director 
of Audits within the next few weeks to Mr. Westfall’s organization 
at a substantial increase in salary. We are also losing another Assistant 
Director of Audits who is in the Defense Department area along with 
the one I mentioned first, to a private concern out in St. Louis at a 
substantial increase in salary. We have a deputy or assistant comp- 
troller of the West Penn Electric Co. of New York, who was one of 
our former assistant directors of Cooperation Audits. 

We had a dinner the other night at which some of these folks came 
back. ‘There are many of our former people prominent in industry— 
for example, the comptroller of the Mohawk Carpet Corp. in Amster- 
dam, New York, is Bob Brumagim, who worked in our Accounting 
Systems and Corporation Audits Division, and assisted this com- 
mittee. 

The other night at this dinner, in addition to many people now in 
industry, we had a lot of Government people. The Commissioner of 
Internal Revenue, the Associate Commissioner of Internal Revenue 
and several of their assistants are all former GAO Accounting Sys- 
tems or Audit employees. 

We are proud of that because in a way, if they go to another Goy- 
ernment agency, it helps us with our work because they understand us 
and want to cooperate with us. But it also makes it awfully hard for 
us to get our job done. We don’t know how we are going to finally 
lick this, because in some cases, even a substantial salary increase 
wouldn't keep the man from leaving. For example, Ted Westfall 
could never be held by any Government salary today. 

_ Ted Herz, who is one of the partners of Price, Waterhouse & Co., 
is another former employee of the GAO of whom we are very proud. 
He did a good job for us, and we hated to see him go. I could multiply 
that by dozens, ; 

Mr. Putiuis. And a third reason given, those who go into private 
employment simply for outright increase in salary, those who move to 
another Government office, in the belief that they will get a better op- 
portunity in the new program which in many cases you install, those 
are two reasons, and then a suggestion there might be some unsatis- 
factory conditions inside the GAO. Is there any basis for that ? 
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Mr. Werrzev. I am sure there is some of that in every organizatioy 
I don’t know about the details of such cases, but I am sure there wil 
always be cases where, due to personal incompatibility or working cop. 
ditions, the hours of service and so forth not being desirable to the 
employee, he will leave. I don’t think, myself, that that is too 
portant. 

Mr. Pumps. The real question is, has this whole picture of people 
leaving the GAO for these three reasons, has there been a marked jp. 
crease in fiscal year 1954, if you want, as compared to the preceding 
fiscal years? 

Mr. Werrzev. I can’t answer that offhand. Do you know, Mr. 
Long? 

Mr. Lone. There has been, I would say, a marked increase during 
fiscal year 1954. 

Mr. Puitures. The word brought to me is that there has been. 

Mr. Lone. That is true. That is attributable to a number of factors, 
some rather difficult to evaluate. One of the most important factors 
involved in that is that as a man leaves our organization and goes into 
a key spot such as Assistant Commissioner of Internal Revenue in 
charge of inspection and investigation, he has a small group of people 
that he has worked with in our office, and it is not very long until those 
people move over to work with that individual. That has happened 
quite a bit in Internal Revenue, for example. 

Mr. Proxies. I though you had an understanding not to do that. 

Mr. Longe. It is difficult when a man goes to another agency and 
says, “I want to work for you,” and they need men. They won't tum 
him down. Bee. 

Other things stem from this situation with regard to dissatisfaction. 
The majority of our increase each year comes from our college trainees 
that we bring in. Some of those boys after coming with the Govern- 
ment find they don’t like it. They will leave. Also there is a fourth 
factor which you did not mention involved in these separations and 
that is military service on the part of these college boys. For example, 
of the 140 we lost in fiscal 1954, 17 of them went into military service. 
Some of those will come back. Some have already come back. 

Mr. Osrertac. When your accountants enter the military are they 
used in the accounting field or are they assigned to ordinary military 
service ? 

Mr. Lone. I can’t give you a good answer to that, Mr. Ostertag 
However, here is what we attempt to do because of our close working 
relationships with the auditing agencies in the Army, Navy, and Air 
Force. We generally let them know when some of these men are being 
called to the service. The Army gets the bulk of them, of course. In 
many cases they have arranged to have those men placed on duty 
with the Army audit agency. There have been cases where they have 
had to have orders issued bringing them back from infantry post, 
somewhere, to get them into their activity. That is done. The ¢& 
tent of it I wouldn’t know. 

Mr. Wrrrzex. The military agencies, Mr. Phillips, have taken quite 
a number of our people to run their own internal accounting audit 
activities. 

Mr. Frese’s former assistant was taken over by the Air Force {0 
help them develop their accounting program. The Army anit 
agency has taken a number of our people. In every departmel 
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almost, where we have tried to get them to get up proper accounting 
and internal audit, our people have worked with them. The depart- 
mental people have gotten to like them and have invited them to come 


over. 

Mr. Osrertac. As civilians? 

Mr. Werrzet. Yes. 

Some of these young men, also, who come in from college find our 
work will not qualify them to get a CPA certificate. They go back 
into private business in order to get their certificate. We have a few 
States that will give credit for GAO service for a certificate, and we 
are trying to get more. 

Mr. Putiires. Why don’t you take that up with the American Insti- 
tute of Accountants 4 

Mr. Lone. We have, sir, but that has to be taken up on a State-by- 
State basis. 

As far as the institute is concerned, they have no control over the 
State laws and boards in the States. 

Mr. Werrzex. There are only a few. 

Mr. Puiturps. Well, Mr. Chairman, I don’t think I will continue this. 
[ think I should say for the benefit of the new men on this committee, 
and I don’t need to tell them, that this is the Congress’ agency. The 
GAO is the agency of the Congress, and a strong supporter of con- 
gressional action and this committee; therefore, we have been very 
much interested in it and have helped it grow and develop over the 
years, 


INVESTIGATIONS OF FOREIGN OPERATIONS ADMINISTRATION 


There have been one or two problems in the last couple of years. I 
would like to bring up, again, this matter that the chairman spoke 
about: FOA, 

I don’t think that you are doing enough in that, and I am inclined 
to think Mr, Thomas may think the same thing. It is not a question— 
if you are doing what might be called a comprehensive audit, or in- 
vestigation of it, it is not a question of whether the actual amount of 
money expended has been legally spent. It is, first, a very practical 
problem of the number of people who are spending the money and 
how they are spending it, and second whether the results we are get- 
ting are constructive insofar as the policy of the United States is con- 
cerned. I would say that is a prime field in which the GAO could 
work and has not done so, and I think to that extent you are subject to 
some good natured criticism. I think you should have been there long 
ago, 

Mr. Lone, Mr. Phillips, I will agree about that, we have not done 
all the work we should have been doing in FOA. 

Also, I would not want to mislead you. We do not have FOA under 
complete comprehensive audit. 

I certainly agree with you that to get anything done in FOA in 
evaluating the conduct of the country programs or the development 
of the programs, it almost has to be done in the country missions. 

Mr. Osterrag. Country by country ? 

Mr. Lone. Country by country. 

Mr. Pumiies. What is the matter with that ? 
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Mr. Lone. There is nothing wrong with it. We have to move fasty 
in that direction. 


INVESTIGATIONS OF THE ATOMIC ENERGY COMMISSION 


Mr. Puiuirs. Now, I think also that I agree with our chairmay, 
Mr. Thomas, in his line of questioning regarding the AEC. I think 
you have been scared off the AEC by the atmosphere that eve rything Q 
the AEC does is highly confidential and restricted. The chairman 
used as an illustration, the char ges made by Mr. Wheeler when he wa 
a Congressman. I have no concern with the ch: arges but the point j 
that nothing he said had anything whatever to do with any restrictej 
information. 

Mr. Exxis. We did investigate those charges at Savannah very full 
and gave a report to the Appropriations Committee, and as I recall 
there was a considerable deduction in the appropriation that year. 

Mr. Puturrs. As I understand he came up with the idea that they 
were using too many men to dig fence post holes. 

Mr. Eris. That was confirmed by the investigation. 

Mr. Werrzet. Perhaps we did not make it too clear that this que 
tion of Mr. Ellis not going into AEC is entirely an internal arrange 
ment in the GAO. We have had the audit people in there consistent); 
We sent a report up to the Congress last December listing certai 
irregularities we found. There are several pages in our report a 
AEC. I realize the subcommittee is not considering that at this ti 
so I won’t ask to put the whole thing in the ree ord, but such thin ngs 
as the failure to protect the Government in contracts against lat 
deliveries; excessive overhead payments; improper care of Covert: 
ment-owned physical assets and control over inventories in certai 
installations; overstaffing at a proving ground; overstaffing of con 
tractor personnel; overgrading of contractor personnel ; overl: apping 
security practices ; and certain matters with respect to contractors 
internal auditing. 

Those things are some of the irregularities that we found in ow 
audits of the AEC and reported to ‘the Appropriations Committe: 
Also, the way in which the Atomic Energy Commission reports It 
obligations, we felt, didn’t conform to the requirements of sectio 
1311, Public Law 663, which the Appropriations Committee had pit 
in last year. 

In addition, we have sent up the survey of the AEC’s contractitg 
practices, and another report on AEC, a partial report only, thoug) 
to the Congress, so that we are trying to cover that, although they do d 
have many localities where they are working. We fel that we - 
been able, despite the security problems, to give, not completely sati 
factory coverage, but fairly substantial coverage to the Com ein 
operations. 

Is that a fair statement, Mr. Long? 

Mr. Lone. I think it is, Mr. Weitzel. Also, I would like to supple 
ment that a little bit. I think it would be misle ading to imply ths! 
we have had any real security problem in the AEC. We have 
had any problem in AEC as to access to anything that we want to £¢ 
into and we have covered pretty much the gamut of AEC ope rations 

Mr. Puuuirs. This committee had the budget for AEC as well, am 
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we had somewhat the same problem in the earlier years, when every- 
ching the AEC did was classified, practically, as confidential or secret, 
and it was by process of boring on the part of the present chairman 
and myself that we were able to pry them loose from a lot of activities 
which had no direct relation to confidential activity. In those activ- 
ities we discovered that their costs of operation were higher than the 
normal cost of oper ating the same facility in private business. I 
am making no criticism because I have no know ledge of what the sit- 
yation is with your agency, but I don’t think you ought to be scared 
off from the AEC by a feeling that everything they do is necessarily 
confidential, or restricted. 

Mr. Lone. I would say we have not been so scared off, Mr. Phillips. 
If vou will remember last year when the task force was set up Mr. 
Abbadessa worked with Mr. Fay and we handled it very well last year. 

Mr. Puiutres. I think I should say for the be nefit of AEC that 
they have been doing a much better job along those lines in the past 4 
years. 








PROCUREMENT OF TUNGSTEN BY GENERAL SERVICES ADMINISTRATION 


My attention has been called to page 45 of your justification, one 
item here, in which the GSA through the emergency procurement 
vrvice, entered into $17 million worth of contracts with mining firms 

n Thailand, for the delivery of about 268,000 units of tungsten at 
. sereximain $65 a unit. By reading it rather hastily I gather that 
when the world market was above the $65 per unit price the contrac- 
tors were unable to deliver to the United States but as soon as the 
world market fell below the $65 price per unit, and came to $45, they 
were able to deliver to the United States at the contract price. 


SIGNIFICANT INVESTIGATIONS UNDERTAKEN 


sv the way, Mr. Chairman, did you put in any of these pages 45 
through 68 ¢ 

Mr. THomas. I don’t think so. 

Mr. Puiiurrs. It might be a good idea to have those investigative 
results put in the ree ord, do you think ? 

Mr. THomas. Yes; that is right. 

(The information referred to follows :) 


SIGNIFICANT CASES 


Pacific area operations.—During 1954 investigators were sent to the Far East 
in a temporary duty status and were assigned to cases in Korea, Japan, Hong 
Kong, Thailand, the Philippines, and Okinawa. The work had accumulated 
asa result of information gathered by the Office of Investigations, requests from 
executive agencies and from various committees of the Congress. In addition, 
the investigators were instructed to investigate other matters coming to their 

ittention that required immediate action. There follows a brief summary of 
two of the matters investigated. 

The Eme rgency Procurement Service, General Services Administration, en- 
tered into $17 million worth of contracts with four mining firms in Thailand for 
the delivery of approximately 268,000 units of tungsten ore at $65 per unit. At 
the time the contracts were negotiated the world market price was about $70 per 
unit; shortly afterward it began to drop until it reached about $45 per unit. 
During the period that the world market was equal to or above the contract 
price the suppliers did not meet delivery schedules. As soon as the world market 
price dropped below the contract price, deliveries began to exceed contract 
requirements. Our investigation (at the request of the Brownson subcommittee 
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of the Government Operations Committee) disclosed that 2 of the companies 
owned no mines and had no previous history as a producer, dealer or exporter 
of tungsten and that much of the ore furnished to the United States by the 4 
companies was purchased on the open market. Allegations of payoffs and kick. 
backs were involved and the investigation disclosed at least 1 individual was 
paid in excess of $34,000 for his influence. All contracts have been suspende 
but only after approximately $514 million had been paid to the Thailand cop. 
tractors. The Brownson subcommittee estimated in its report that the Unite 
States Government paid more than $1 million in excess of the world marke 
price for the tungsten purchased under these contracts. 

Allied misuse of Government personnel and property, irregular personnel pra¢. 
tices and favortism in letting Government contracts by the National Shipping 
Authority, United States Maritime Administration, Tokyo, Japan. Our findings 
were submitted to the Maritime Administration who advised that appropriate 
administrative action was taken. 

Investigations were also conducted and reports have been prepared on the 
following matters: 

Allegations of kickbacks to Maritime Administration subagents from con- 
tractors furnishing services and supplies, Manila, Philippine Islands, and 
Pusan, Korea. 

Shortage of funds, agent cashier, United States Information Agency, 
Okinawa. 

Inspection, Joint Disbursing Office (Army, Navy, and Air Force), Tokyo, 
Japan. 

Investigation of proposed construction program to be performed by con- 
tractor combine known as Mid-Pac at Subic Bay, Philippine Islands. 

Alleged irregularities at Veterans’ Administration regional office, Manila, 
Philippine Islands. 

Investigative survey of Foreign Operations Administration, Manila, Philip- 
pine Islands. 

Alleged black-market money operations by Maritime Administration sub- 
agents, Pusan and Seoul, Korea. 

Construction of Perry House and Harris House Apartments, Department 
of State, Tokyo, Japan. 

Repairs on Steamship San Mateo Victory, Tokyo, Japan. 

Aid to the Congress.—The Office of Investigations made available several of 
its especially qualified investigators to the House Appropriations Committee over 
a period of several months to assist the committee in its examination of the 
budget justifications of the various departments of the Government. Also, inves- 
tigators were detailed to the House Government Operations Committee and the 
Stockpile Subcommittee of the Interior and Insular Affairs Committee of the 
Senate for a period of several months; and at the request of the chairman of 
the Senate Minerals, Materials, and Fuels Economic Subcommittee, an investi- 
gator was assigned to serve as a staff member of that committee. 

On another occasion, at the request of the House Appropriations Committee, 
the Office of Investigations assisted the Accounting Systems Division in making 
a survey of electrical business machines used by the Government for the purpose 
of eventually bringing about more economical use of the machines. During the 
survey it was found, as a result of work done at the Test Unit, Military Reserve, 
Illinois Military District, Chicago, Ill, that keeping records on inactive reservists 
by State military districts was extremely costly, amounting to approximately 
$347,000 for salaries each year in Illinois alone. Investigations report was re 
ferred by Accounting Systems Division to the Department of the Army. The 
Department advised that this method of keeping records is to be discontinued 
and records are to be kept by Army areas under a centralized plan, effective 
April 30, 1954. This will result in an estimated net saving of approximately 
$2,526,000 for the first year. 


INVESTIGATIONS REPORTED TO THE CONGRESS 


Dual supervision by military and civilian personnel.—In March 1954 the Comp- 
troller General forwarded to the House Post Office and Civil Service Committee 
a report of investigative survey of the use of civilian personnel in supervisory 
positions to which military personnel also have been assigned. The survey Was 
made at the request of that committee. 

The survey covered 16 selected installations of the Army, Navy, and Air Force. 
Supervisory areas were studied at each place to determine (1) the extent of 





the practice of staffing of such areas with both a military chief and a civilian 
assistant or deputy or a civilian chief with a military assistant or deputy, and 
(2) the justifiction for such staffing. 

The organizations surveyed, broken down in each case to the lowest entity at 
which dual staffing was found, consisted of 2,979 directorates, divisions, branches, 
ete, of which 372 were found to be dually staffed, and of these 232 were studied 
in the survey With results as follows: 86, staffing found to be justified by work- 
load; 18, staffing stated to be justified by training afforded military incumbent ; 
o9, justification not yet determined by the Department and in process of re- 
evaluation; 54, reductions in staffing (40 military and 14 civilian positions) 
effected. In the remaining supervisory positions some staffing apparently is jus- 
tified by the departments, despite workload; by the requirement of military line 
of authority; others represent differences of opinion as to the validity of the 
departmental justification. 

Outstanding cooperation was furnished to us and to the committee by the 
Department of Defense and its constituent branches, through its policy level 
interest in and consideration of the findings. 

At hearings before the Subcommittee on Manpower Utilization of the House 
Committee on Post Office and Civil Service, representatives of all three service 
departments expressed appreciation for the efforts made by the survey to aid 
them in effecting better manpower utilization and advised that they were con- 
tinuing their efforts in this specific area. The committee expressed a continuing 
interest and requested progress reports from the services on the actions taken 
to resolve doubts raised by, but unresolved as of the date of the survey report. 

*Wiping cloths furnished under Navy contracts.—Investigation of wiping 
cloths furnished the Department of the Navy disclosed positive indications of 
fraud in that, by the process of “switching” bales during and after inspection, 
wiping cloths in great quantity definitely not meeting specifications were shipped 
to the Navy and paid for. This was with the knowledge of and under instruc- 
tions of responsible officers of the respective companies. In one instance Gov- 
ernment personnel received gifts, loans of money, payment of hotel rooms and 
other gratuities. A report covering one major contractor was furnished the 
Department of the Navy, the Attorney General, and the Subcommittee on Mili- 
tary Operations of the House Committee on Government Operations, which held 
extensive hearings. Five officers of the contractor’s company have been indicted. 

Reports covering the investigation of other companies have been furnished 
to the Secretary of the Navy, the Attorney General, and the chairman of the Sub- 
committee on Military Operations. The Department of the Navy had previ- 
ously referred the cases on two companies to the Attorney General on the basis 
of the hearings. 

Additional information relating to source and destination inspections and the 
findings of subspecification wiping cloths furnished by other suppliers to the 
Department of the Navy has been furnished the committee and the Department 
of the Navy. At a subcommittee hearing held subsequent to the investigations, 
representatives of the Department of the Navy stated that revised procurement 
procedures in the light of the investigations made by the committe and the Gen- 
eral Accounting Office have resulted in a 30 percent saving in costs to the Navy 
Department which, based on their normal requirements, will amount to approxi- 
mately $1 million a year. 

Operation of Army Chemical Center.—Examination at the Army Chemical 
Center, Edgewood, Md., disclosed a variety and depth of questions on the ad- 
ministration of funds and contracts, accounting system, and use of personnel, 
facilities, equipment, and material. For example, funds are allotted far in ex- 
cess of needs—annual requirements average $4 million, whereas unexpended 
balances exceeded $16 million. Excessive time is required to negotiate research 
contracts; many changes to prime construction contracts are for items which 
should have been included originally and as administered have the faults of 
‘cost plus a percentage of cost” contracting; losses on defective equipment and 
construction were not required to be reimbursed. Cost records and controls 
Were inadequate, resulting in excessive costs and inadequate reimbursement for 
services performed—for example switching services furnished since 1947 to one 
Contractor were billed at an amount computed to be $72,737 below cost. In the 
hatter of personnel, dual staffing was observed; 14 military personnel were as- 
signed to the officers’ mess (club) at an annual cost of $40,000; personnel costs 
of motor pools averaged over 20 cents a mile; direct costs of $700,000 annually 
in 2 divisions included many overlapping and duplicate functions. Buildings 
Constructed without proper authority were not shown by property records. 





Roads already in substantially good condition were resurfaced at a cost of 
$265,000. High-cost equipment was purchased when usable items were avail- 
able. Rental rates for quarters were far below comparable privately rented 
units. Idle time and avoidable night differential work resulting in losses ag. 
gregating $870,000. Cancellation of pending new construction produced ay 
estimated savings of $1,336,500. Many other instances of waste and extraya. 
gance were noted. Our report has been submitted to the Department of the 
Army. 

*Hospitalization of veterans—The Comptroller General’s Annual Report for 
1953 commented on a survey of VA administrative practices relative to the hos. 
pitalization of veterans for non-service-connected disabilities, which was reported 
to the House Committee on Veterans’ Affairs and other interested committees of 
Congress (House Committee Print No. 15). 

The Subcommittee on Hospitals of the Committee on Veterans’ Affairs, during 
hearings held in July 1953, discusses 336 cases of veterans reported as having 
presumptive ability to pay for medical care, and the chairman of the committee 
requested the General Accounting Office to make a full investigation of tho 
financial status of the 336 cases. The report of investigation, submitted to the 
committee in January 1954, substantially supported the original survey findings 
of presumptive ability to pay for medical care. Of the 336 cases investigated. 
66 had a net worth each of from $20,000 to $500,000, while some 290 had annual 
incomes of from $4,000 to $50,000. All had been hospitalized by VA on the basis 
of their statements of inability to pay for treatment. 

Military post management.—Over $800,000 could be saved in administrative 
expenses by subordinating Deseret Chemical Depot to another Chemical Corps 
installation only 35 miles apart; also, an additional $400,000 annually by con- 
solidating three departments at Deseret, Tooele, Utah, and about $50,009 by 
elimination of dual functions of 2 depot activities. Supervising officials at both 
installations agreed with these findings. Utilization of enlisted men: Only 7 
of a total of 44 enlisted men assigned to the depot were engaged in work witha 
depot mission and the remaining 37 were doing work of a housekeeping nature 
for the support of the military personnel. Construction of concrete warehouses 
at a cost of over $1,100,000 when needs could have been served by existing 
shelters. 

Sport car races.—We investigated a series of sports-car racing programs being 
carried on at Air Forces bases, particularly bases of the Strategie Air Command, 
because of information received that the races were a serious disruption to nor- 
mal Air Force business and provided little, if any, benefit to the Air Force 
from a financial or morale standpoint. 

Investigation disclosed that the sports car racing programs had taken on the 
proportions of a major Air Force activity, involving as much as 100,000 man- 
hours of effort for each race, of which approximately 20,000 man-hours repre- 
sented regularly scheduled duty time. In addition to the diversion of personnel 
services to this activity, it was found that there was a very substantial use of 
Government property, the most significant item being the extensive use of mili- 
ary aircraft by “observer groups” in connection with the prosecution of the 
program. It was found that there was apparently a strong undercurrent of 
opposition to the racing program among Air Force personnel who felt that regular 
Air Force business operations were being seriously disrupted by the general 
preoccupation of personnel with sports car racing. 

During the course of the investigation, and, undoubtedly to a very substantial 
extent because of it, Air Force Headquarters ordered that the program be 
discontinued. 

Air Force procurement of AN/ARO-21 radio transccivers.—tInvestigation was 
made of an Air Force procurement of long-range airborne radio communication 
equipment, known as the AN/ARC-21, after information was received indicat 
ing serious performance and supply failures in the equipment. 

The investigation disclosed that the Air Force went into large-scale produc- 
tion with the Radio Corporation of America prior to the completion of the 
developmental work on the equipment. As of the time the investigation was 
commenced, which was after 31%4 years of production during which production 
contracts periodically had been increased to call for a total of over 5,700 sets 
at an estimated cost of almost $100 million, it was found that the AN/ARC21 
was still unreliable and was creating serious operating problems in the using 
Air Force commands. Shortly after a preliminary report of investigation was 
issued on June 11, 1954, the Air Force took action to terminate the more recent 
of its production contracts, involving some $388 million. 
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On the basis of the preliminary investigation report the Military Operations 
Subcommittee of the House Committee on Government Operations held closed 
hearings on this case on July 8 and 9, 1954. The results of these hearings are 
eoptained in the committee’s 22d intermediate report, House Report No. 2973, 
3 Congress. 
ae Administration Canteen Service.—Upon request of a House com- 
mittee, the General Accounting Office investigated allegations of irregularities 
in the operation of the Veterans’ Canteen Service at a Veterans’ Administration 
hospital. It was found that the Canteen Service, among other things, was sell- 
ing watches and other articles of jewelry and similar items to unauthorized 
patrons causing a loss of business to a jewelry store operated by a disabled 
veteran across the street from the canteen. Corrective measures were taken 
hy the Canteen Service and the disabled veteran’s business immediately re- 
turned to normal. 

Concert tours made by the Marine, Army, Navy, and Air Force Bands.—At 
the request of the Senate Armed Services Committee, an investigation was 
made of the financial arrangements for concert tours made by the Marine, Army, 
Navy, and Air Force Bands. The Marine Corps Band makes an annual concert 
tour under the auspices of a civilian concert tour manager. This arrangement 
is covered by a contract between the leader of the Marine Band and the tour 
manager. Under the 1951 and 1952 contracts the bandsmen were paid at rates 
from $87 to $182 per week, the leader of the band $632 per week, and the tour 
manager $875 per week. At the end of the tour the net balance is divided, one- 
half to the tour manager and one-half to the leader and the bandsmen. For 
the 1951 tour the bandsmen received portions of the net proceeds ranging from 
$140.25 to $293.40 each and the band leader received $1,018.45. Although these 
concert tours are authorized by law, no specific authority for the present method 
of operating through a civilian tour manager was found. 

The United States Navy Band operates through a tour manager in much the 
same manner as the Marine Band with the difference that the Navy bandsmen 
and leader are not paid additional salaries. The Army and Air Force Band 
tours are operated by the departments and do not use booking agents or tour 
managers, 

Purchase of timber and land from Aztee Land & Cattle Co—The Senate Com- 
mittee on Interior and Insular Affairs requested the General Accounting Office to 
report on a pending bill, S. 2557, which proposed the purchase. by the Federal 
Government of 96,000 acres of timberland from the Aztec Land & Cattle Co. in 
Arizona. 

The bill proposed a purchase price based on an appraisal computed on the 
average price of timber sold from the Coconino and Sitgreaves Forests in a 
recent year. The Forest Service based its appraisal on a stumpage price approxi- 
mately 50 percent higher than the highest average selling price in any recent 
year. The General Accounting Office report analyzed the appraisal and recom- 
mended that the bill include criteria for a more specific formula establishing 
a maximum that could be paid for the land and the timber. Two additional 
reports have been furnished the Public Land Subcommittee in connection with 
the bill. The present Forest Service appraisal of the land and timber is nearly $2 
million less than the original appraisal which was being considered at the time 
of our first report. 

_ Procurement, packaging, and storage of aircraft fuel tanks by Air Force.— 
Since 1950 the United States Air Force, under the strategic materiel reserve 
program, has awarded contracts for 260,000 jettisonable aircraft fuel tanks 
costing from $120 to $1,400 per tank. As of September 1953, 178,000 tanks had 
been delivered. The cost of the original crating of these tanks was approxi- 
mately $7,600,000. The tanks were to be maintained in a ready-for-use-when- 
heeded status. The manufacturers packaged and preserved the tanks accord- 
Ing to USAF instructions. Early in the program, reports were received from 
“omestic and overseas depots that the tanks, after being stored for short periods 
of time, were found to contain water, sand, soot, and other foreign matter; 
tauk parts and fittings were corroding and some of the tanks had been punctured. 

The Deputy Chief of Staff, Materiel, directed the commanding general, Air 
Materiel] Command, to reexamine the program and issue the necessary orders to 
correct these conditions. After the directive, AMC issued numerous changes for 
packaging and preservation, but these instructions were not effective and lacked 
‘oordination between the responsible commands of AMC and the Air Research 
and Development Command Laboratories. Subsequently and without regard 
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to the reports and notifications, the Procurement Division, AMC, awarded COL- 
tracts for 117,000 tanks, with a packaging cost of $5,400,000 under the inade. 
quate packaging specifications still in use at that time. 

At the time of our investigation, the tank refurbishing and recrating pro- 
gram had already cost the Government an additional $114 million; also, a large 
but undetermined quantity of tanks remained to be refurbished and recrata 
at domestic and overseas depots, which would cost an even greater sum in labor 
and money. The packaging procedures caused confusion and avoidance of rp 
sponsibility on the part of Air Force commands which resulted in diffusion of 
effort, loss of efficiency and waste of money and labor. 

In June 1954, the Secretary of the Air Force reported that new specifications 
were issued and a regulation was being prepared which will more clearly fi 
responsibilities for handling problems such as this one. ? 

Officers’ messes.—At the request of the Senate Committee on Appropriations, , 
survey was made to determine the cost of operating officers’ messes in the mili. 
tary and the amount of the Government subsidy. 

Selected messes of each of the Army, Air Force, Navy, and Marine Corps wer 
examined, with the full cooperation of the services concerned. Examination at 
the open messes or clubs showed a relatively high subsidy on the part of the 
Government through the use of enlisted personnel in the Army, Air Force, and 
Marine Corps messes. In the open or field messes, daily costs per ration (3 
meals) ranged from a low of $2.65 to a high of $7.96, with the Government 
subsidy running from $1.44 to $5.48. The high cost, noted particularly in Navy 
and Marine Corps messes, was due largely to the cost of the military personnel 
assigned to mess duty. 

After the survey findings were brought to the attention of the departments, 
the Navy reduced the number of stewards assigned to mess duty by 1,509, and 
changed its method of reporting monthly operations, with the result that there 
probably will be other reductions in mess stewards. At the Senate Appropria- 
tions Committee hearings on May 25, 1954, the Marine Corps reported a total 
reduction of 38 percent of its men assigned to mess duties. 

Army and Air Force officials stated at the same hearings that, in view of the 
high costs, adjustments are in process among which is a test of civilian con 
cessionaire operation of messes. 


. CASES FOR ADMINISTRATIVE ACTION 


Survey of compensation and pension payments administered by Veterans’ Ai- 
ministration regional offices.—A survey of compensation and pension payments 
administered by Veterans’ Administration regional offices was conducted during 
the period from October to December 1954 in 13 of 69 regional offices and 
consolidated report on the results of the survey is now being prepared. 

Villa Ritter—In September 1951, Brig. Gen. Oliver W. Hughes, commandil 
general, Western Area Command, Kaiserslautern, Germany, requested authority 
to rehabilitate a 30-room house known as Villa Ritter for occupancy by him & 
family quarters. Although the cost of the project was specifically limited t 
65,349.41 deutschemarks (about $15,500) General Hughes, with the connivane 
of his post engineer, and through the subterfuge of issuing a series of small work 
orders chargeable to other projects, spent 218,295.32 Deutschmarks (about 
$52,000). Since pertinent records were kept only in the desk of a post engilee? 
employee, the unauthorized expenditures could not have been disclosed ‘)rouh 
normal checks and it was only through General Accounting Office investig: tions 0 
other irregularities in General Hughes’ command that the matter was brought 0 
light. The commander in chief, United States Army in Europe, has reported 
that he has appropriately disciplined the general, and the Secretary of tl 
Army has been asked for a full report on this matter. 

*Survey of rental housing facilities supplied civilian Government employes.— 
The General Accounting Office mace a nationwide survey of rental rates 2 
effect, during the calendar year 1951, for rental housing facilities supplied ty 
eight agencies of the Government to their civilian employees under the act’ 
March 5, 1928 (5 U. S. ©. 75a) which required that the reasonable rental vailt 
of the quarters be charged. Budget Circular A-45, June 3, 1952, requires ! 
rental charge similar to that for comparable private housing in the same ares 
The survey included also a comparison of these 1951 Government rates WY 
rates for privately owned rental housing in the same areas for the purpose 2 
showing deficiencies in Government rates. Reports of this survey have bee sl 
mitted to the Departments of the Army, Navy, and Air Force, and the Veter! 
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\dministration, covering about 18,000 of some 78,500 units being operated by 
these four agencies at July 1, 1951, and show the difference between Government 
and comparable commercial rental rates during 1951, as well as a comparison 
with increased rates during 1952-54, under Bureau of the Budget Circular No. 
A-45, issued in June 1952. Based upon 18,000 units surveyed, the annual value 
of Government rates in effect in 1951 would have been about $6.9 million ; whereas 
yalues of comparable commercial units would have been about $12.9 million. 
As a result of the survey and the application of Bureau of the Budget Circular 
No, A-45, these four agencies have generally revised their rates upward during 
1952-54; the Army by about 17 percent; the Navy by about 50 percent; the Air 
Force by about 38 percent; and the Veterans’ Administration by about 20 per- 
cent, These revised rates, however, are still substantially below 1951 com- 
mercial rates. 

Failure to use excess Government-owned warehouse space.—tInvestigation of 
the availability and use of military warehouse space in the Harrisburg, Pa. area 
disclosed that the Army had approximately 1,900,000 square feet of excess storage 
space in that area, while the Middletown Air Force Depot—less than 15 miles 
away, and with a shortage of warehouse space—was renting some 689,000 square 
feet of privately owned storage space at a cost of $425,000 a year, and planning 
to build a new 160,000 square foot warehouse at a cost of approximately $1 mil- 
lion. As a possible solution, there was suggested to the military departments 
involved and to the Department of Defense, the transfer to the Air Force of the 
Army Transportation Corps facilities at Marietta, Pa., and consolidation of the 
Army Transportation Corps supply activities now at Marietta with those of the 
Army General Depot at New Cumberland, Pa. It was pointed out that this 
transfer, if otherwise feasible, would save the Air Force $425,000 a year in storage 
space rentals and eliminate the necessity for the new $1 million warehouse at 
Middletown Air Force Depot. 

Procurement practices involving repair services by General Services.—Investi- 
gation was made of alleged procurement practices of General Services Adminis- 
tration involving repair services to mimeograph machines in the Washington area. 
A contract was negotiated under section 302 (c) (9) of Public Law 152, Slst 
Congress (41 U. S. C, 252), which permits negotiation for services without adver- 
tising when it is impracticable to secure competitive bids. Although the contract 
was awarded to a local repair concern, many Government agencies are placing 
their orders elsewhere at prices higher than those specified in the contract. The 
Government is incurring additional, unnecessary expense because this contract 
is neither mandatory nor being fully utilized. The matter was referred to the 
Administrator, General Services Administration, whose reply stated that the 
failure of the various Federal agencies to utilize services provided under optional 
schedules is currently under investigation by the General Services Administration 
and appropriate procedures will be set up to prevent abuses. 

Air Force procurement of wire marking machines.—Investigation into the Air 
Force procurement and use of wire marking machines disclosed that certain auto- 
matic machines purchased in the past were not performing satisfactorily but 
that the machines were susceptible to modification and their availability should 
reduce future procurements. The Air Foree reports that they plan to modify 
the automatic machines in question as suggested. 

It was also brought to the attention of the Air Force that new specifications 
under which a current procurement of wire marking machines was being made 
seemed inadequate since they did not include certain features considered neces- 
sary for satisfactory operation by Air Force operating personnel. The Air Force 
Subsequently confirmed the inadequacy of the specifications and advised that 
corrective measures had been taken to reduce the possibility of similarly inade- 
quate specifications being issued in the future. 

Civil recovery for false billings for automotive parts furnished.—In November 
1952, in a United States district court, two representatives of post ordnance, 
Fort Knox, were found guilty of conspiring to defraud the United States and of 
falsifying Government records. It was established that as a part of the con- 
Spiracy, arrangements were made with a representative of a company to furnish 
unauthorized materials and supplies and have them billed to the Government as 
Chrysler automotive parts under a TS contract. The investigation by the Gen- 
eral Accounting Office, made at the request of the United States attorney for 
the western district of Kentucky, disclosed that the company supplied unauthor- 
ize Materials for which they presented false billings and received payment of 
$30,606.51. This was followed up by a broad property survey at Fort Knox. 
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Our report on the civil liability of the contractor was referred to the Depar. 
ment of Justice which effected a compromise settlement for an amount in exces 
of $31,000, including double damages and forfeitures recoverable under fy) 
claims statutes. 

*Administration of the Dependents Assistance Act of 1950 in Puerto Rico.—s; 
examination of records and interviews with various responsible officers in Pur) 
Rico disclosed that local Army officials had reported weaknesses in the pro- 
cedures followed in filing applications for monetary benefits provided by the De 
pendents Assistance Act of 1950 by members of the Armed Forces who are reg. 
dents of Puerto Rico and in the approval of applications by the Office of De 
pendency Benefits, which resulted in numerous erroneous and possibly fraudy. 
lent payments of allotments. Because efforts of local Army officials failed ; 
bring about the necessary action, the General Accounting Office called the matter 
to the attention of the Secretary of Defense. Complete cooperation by th 
Secretary of Defense resulted in an independent investigation by members ¢ 
his staff which substantiated the previous findings and the establishment of , 
special Army investigating unit in San Juan, P. R., for the purpose of reviewing 
the applications and making investigations to determine proper entitlement 

These investigations disclosed evidence of widespread fraud and nonentitle 
ment in 41.6 percent of the cases. The Army investigation has since been ey. 
panded to include all payments made in the United States of the class Q allot. 
ments, with the result that an estimated $15 million of erroneous payments haye 
been uncovered. Vigorous action is being taken by the Army to reclaim the 
amounts involved and to prevent improper payments in the future. 

Free care in Public Health Service hospital.—At a Public Health Service hos. 
pital, the ineligible nondependent mother of the then medical officer in charg 
was furnished free transportation, medical care, and consultants’ services upon 
orders of the medical officer. This case was reported to the Secretary, Depart. 
ment of Health, Education, and Welfare, who advised that the responsible offic 
will refund the cost of the services rendered, in the amount of $1,358.56 and wi 
be suspended for 1 month without pay, as a disciplinary measure. 


Other work* 

*Dependency travel.—Investigation of dependency travel payments to cou: 
missioned and noncommissioned officers of the armed services to determine the 
validity of payments for travel of dependents upon permanent change of station 
continued during this fiscal year. Of the several thousand cases investigated, 
approximately 900 have resulted in the finding of overpayments. Recoveries 
totaling $152,000 as of June 30, 1954, were effected through the local disbursing 
officers. The Department of Defense has cooperated fully and issued instrve- 
tions to all services to take proper corrective measures to discontinue this prac 
tice and to discipline those guilty of making false certifications. Similarly, the 
Navy has accepted a revised procedure for transfer of naval aviators at col- 
pletion of their training to eliminate a double transfer and unnecessary travel. 

*Dependency allowances.—Also, the Office of Investigations continued the it- 
vestigation of payments of extra allowances made to unmarried officers of tlie 
armed services on the basis that one or both of their parents were dependent upou 
them. Since the start of this program the Office has made approximately 7, 
investigations, of which about 1,500 have been reported to the departments. 
the 1,500 cases reported, action on about 1,000 has been completed and approxi: 
mately $1,400,000 has been collected or is in process of recovery. The estimated 
total recovery will be about $2,250,000; also, the program has resulted in the dis- 
continuance of allowances to certain officers and has had a deterrent effect a 
many others. The departments have initiated various measures tending to pre 
vent these erroneous payments. 

Inadequate storage facilities —Examination at a quartermaster depot disclose 
that inadequate storage facilities resulted in the outside storage of Signal Corps 
line items valued on March 30, 1953, at approximately $66 million. In Februar! 
1954 the Assistant Secretary of the Army advised that the outside storage ” 
property at the depot has been corrected due to the completion of new wart 
houses. 

Excessive transportation costs.—Considerable expense for rail freight has bee! 
found to be incurred unnecessarily and for no benefit where materials of no \* 
or value are shipped considerable distances and at once declared excess, t0 be 
disposed of as salvage. a, 

Investigation of stockpile of strategic and critical material.—A continuing * 
vestigation is being conducted of irregularities, discrepancies and fraud grow 
ing out of procurement, inspection, storage, rotation, and sale of strategic ® 
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critical material for stockpile. Stockpile expenditures to June 30, 1954, were in 
excess of $4 billion; also additional orders had been placed that amounted to 


$619 million. 

. a foreign and domestic expansion programs, of the Defense Materials Pro- 
curement Agency now the Defense Materials Division EPS-GSA, are the sub- 
‘ect of a current investigation that involves irregularities in financing of proj- 
ects and administrative failures to plan, police, and manage the program ina 
prudent manner. This program involves over a $1 billion borrowing authority 
and a loss that is expected to exceed $20 million. 

Our inspection activities bring to light many items that are reported and cor- 
rected either at the local or departmental level, such as: Payment of per diem 
eoutinuously for many months at the maximum rate to civilian employees while 
at the same temporary duty station; quarters allowance paid officers while oc- 
cupying public quarters ; flagrant disregard of regulations and lack of sound 
business and accounting practices in the administration of construction con- 
tracts; falsification of flight records to support incentive flight pay to Air 
Force personnel; and inadequate rates charged by the Air Force for water and 
sewage service supplied privately owned housing projects. 

At the request of the Housing and Home finance Agency we made available, for 
a period of approximately 5 months, the services of several investigators to as- 
sist in their investigation of the Federal Housing Administration. 


PROCUREMENT OF TUNGSTEN BY GENERAL SERVICES ADMINISTRATION 


Mr. Exuis. That job was done in Thailand at the request of the 
Brownson subcommittee of the Government Operations Committee. 

We were not to go into the criminal investigations that were fol- 
lowed up later. The odd thing about the contract is that it was a 
part of the program to get in a domestic stockpile of materials, even 
paying, if necessary, a high price, to develop new mines and new fa- 
cilities. Itis fineif it works. The only thing is, as long as the world 
market was higher and it was more profitable to sell the goods else- 
where that is where they went. The deal was made at a price of 
around $65 per unit for the tungsten ore, which was already 3 or 4 
times what the price was a year before. In that year the price went 
away out of reason. Within 6 or 8 months the price started dropping 
again and as soon as the world price got down to around $45, all of 
« sudden the contractor remembered his contract and started deliver- 
ing and we started getting ore but did it all come from the new mine 
we were trying to develop? No, indeed. The established mines in 
the area worked all sorts of schemes to deliver under the contracts and 
get the $65 price instead of the $45 if they sold on the open market 
and that is where the charges of bribery came which the Brownson 
committee reported upon. 

That was only one, may I say, of about 17 jobs in the Pacific area 
that we did last summer. I had 4 men out there for 8 months and we 
will have 2 more going out about the end of March and I hope 2 more 
bysummer. One of the other jobs if I could mention it that we did 
there, that is now on my desk, is a survey of the FOA office in Manila. 
I know it covers a lot of things about manpower, grade, pay and so 
forth. Among other allegations is one pertaining to the exchange 
rate which is also a serious problem. 


MARITIME ADMINISTRATION CASES 


We did other jobs last summer in the Far East, 2 or 3 at the request 
of the head of the Maritime Administration, as a result of which the 
head of the agency in the Near East has been dismissed. 

58616—55—pt. 150 
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Mr. THomas. What was the nature of the problem in the Maritiy, 
Administration ? { 

Mr. Eris. There were three separate ones. One pertained t) 
charges that a subagent was taking kickbacks from suppliers, and thy; 
charge pretty well washed out. There had been: some kickbacks lp. 
fore, but it had been pretty well reformed and there was nothing 
serious going on now. 

There is a second charge which pertains to another group of sub. 
agents who have a fine way of handling currency problems. The sub. 
agent incurs bills locally on behalf of the vessel owner So he incu 
pills i in Korea at the black-market rate of exchange, 600 to the dollar 
Then, when the same firm turns around to the Government through 
the general agent and gets reimbursed, he forgets the currency wy 
bought at the unofficial rate and claims reimbursement at the official 

rate. 

Mr. Tromas. Let me see if we follow you correctly: The agent of 
the subsidized line 

Mr. Exus. No; this will be a Government-owned vessel being op. 
erated by a general agent for Maritime, and then a subagent out ther 
in Korea incurs the bills for vessel supplies, ships stores and s0 on, 
on behalf of the owners, the Government. 

Am I correct in that? As I understand, the ownership relation 
between the general agent and the subagent ? 

Mr. Lone. That is right. 

Mr. Tuomas. The Maritime Administration pays the whole cos, 
regardless ? 

Mr. Exxis. That isright. 

Mr. Trromas. Have you looked into it on the subsidized lines, too! 

There is a subsidized line buying food, performing maintenance 
and having repair items, maybe insurance and maybe to some extent 
wages. 

Of the five subsidized items they could procure those services or 
items under exactly the same conditions that you mention, and ther 
the subsidized lines charge the Maritime Administration the different 
price. 

Tf that situation you gave is correct, an agent in the revolving fund 
could also supply to any subsidized operator. 

Have you found any instances of that ? 

Mr. Lona. We have looked into that and have not found that to be 
the case. 

Mr. Exits. In Korea it was because of the vast difference between 
the black market rate and the official rate. 

They finally admitted they were incurring the expenses at the un- 
official rate, which meant putting out a very few dollars you put oul! 
maybe $5 to buy a can of paint where if you bought local currency 
at the official rate you would have to put out $15 to buy a can of paint. 

They would buy the currency with the $5 and buy a can of pail! 
and put into the accounts that we had spent so much for the pail 
and convert the currency at the official rate and get $15 for it. 

Let me make it clear, the Maritime people had the allegation. They 
knew we were going to the East and asked us to go into it. 

When M aritime ‘heard about it they asked us to do something ‘ about 
it and we did. ‘We sent them the report just the other day. I am 
satisfied they will take proper action. 
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Now a third case pertained to this manager in Japan, the head of 
‘heir office, Who was subject to 35 separate charges of more or less 
rious Wrong-doing, some pertaining merely to the operation of the 
office. and misstatements back to the headquarters upon the basis of 
why he got certain privileges for himself. 

There were also some more serious charges. 

For one thing, he knew his agency was going to wind up within a 
vear and he wanted something to do, so he started a project to set up 
an agency for privately owned vessels, a shipping agency. 

While he was still acting as the buyer for the Maritime, he wrote 
toa number of shipping lines and said “Gentlemen, I am going to set 
upan agency and I will be glad to start doing business with you.” 

The Maritime people themselves had the allegation, recognized the 
obvious conflict of interest, and asked us to look into it. 

We did look into it. 

We gave them to report on 35 charges about the man and they 
brought him back here and they fired him. 

We also did about a dozen other jobs in the Far East last summer, 
and we are going to do another dozen or 2 dozen this summer. 

Mr. Tuomas. Which agency of Government are those investigations 
pertaining to? 

Mr. Exiis. Last summer ? 

Mr. Toomas. Yes. 

Mr. Enis. GSA in Thailand, Martime, United States Information 
Agency, the Joint Disbursing Agency of the Army, Navy, and Air 
Force at Tokyo, and a construction program, mostly Navy, in the 
Philippines, the veterans’ regional office in Manila, where there are 
some very serious problems with regard to currency. 

(Discussion off the record.) 

Mr. Osrertac. Right on that same subject, do we have a similar 
problem, with the military, on the question of foreign exchange, or 
the use of foreign funds in our operations; I refer specifically to the 
deutschemark ? 

Mr. Exxis. You are talking of a problem in the exchange rate ? 

Mr. Osterrac. Yes. The actual funding and use of money in for- 
eign exchange. 

Do you people find that that is a problem, there ? 

_ Mr. Battery. No. The deutschemark funds that the military serv- 
ices use in Germany are part of the funds contributed by the German 
(rovernment and the German people in Western Germany, which we 
use to support our forces. 

Mr. Osrertac. And to pay for materials and supplies and other 
things purchased, including indigenous personnel; is that right? 

Mr. Battey. Yes, sir; but we do not pay for DM’s with dollars. 
Those are contributed. 

Mr. Lone. There are other places in the world where a situation 
such as Mr. Ellis pointed out could occur. 

They are probably in locations where we have not yet been. In 
north Africa, would that not be possible ? 

Mr. Bartny. There is a possibility there; yes. 
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AREA OF JURISDICTION OF GAO 


Mr. Osrerrac. Mr. Phillips referred to the fact that the GAO js yy 
arm of the Congress and is subordinate to it. 

I am sure every Member of Congress realizes the importance gy) 
value of the General Accounting Office. 

There may be a bit of confusion and I will have to confess there j 
in my mind, as to the authority of the General Accounting Oftice } 
determining matters which are, on the policy side of an agency's 
funds, as compared with the right and wrong of general practic 
and procedures. 

Will someone clarify the actual extent to which you people go? 

Do you interpret policy or do you just report right se wrong?! 

Mr. Werrzen. Mr. Ostertag, that gets into a very delicate area wher 
we are very conscious of the problems. 

In other words, the GAO is not and cannot be and should not lx 
responsible for the operations of the agencies. 

The Congress determines the policies and in the executive branch, 
the President is the head of the branch and the heads of the agencies 
determine policies. 

However, in carrying out those policies, they make expenditures 
They incur obligations. We have to examine those financial trans 
actions and, in so doing, we ask questions as te what the policies are 
that are adopted by the agencies to carry out the top policy of Congres, 

Then we try to find “out how they go about carrying out thow 
agency policies, 

In doing so we get into areas which the agencies sometimes think 
are policy areas. ‘We think it involves the question of the effective 
application of the dollars that are spent under money that you folks 
appropriate up here. 

Now, also, the agencies can adopt policies that vary from the policy 
of the law. When they do that, then we have a definite obligation to 
come back and report to the ‘Congress that the agency has gone 
beyond the charter that Congress has given it and if it involves ex- 
penditures made outside of the authority of the appropriations, then 
we have to try to collect the money back. 

Yet we are not a policy agency. We are an audit agency, an in- 
vestigative, and accounting and claims-settling agency. 

But when it got into things like the Maritime, the old Maritime 
Commission, for example, they had a definite policy of encouraging 
the constrnetion of merchant ships for the American merchant marite. 

That was, so far, in line with congressional policy that attempted 
to encourage that. But we felt in doing that the Commission wet 
beyond the bounds of the law and that they paid too high subsidies 
That got pretty close to the policy area. We tried to see how they 
applied that policy. We felt they were overliberal and so reported 
to the Congress, with documentation to show careless and unjustili- 
able computation of subsidies. 

One case was eventually settled. The Government got back $4 mil: 
lion because of the questions that we had raised. 

Do I make myself clear? It is a difficult problem. 

Mr. Osterrae. Yes. 
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Supposing in the auditing or investigation or contact you may have 
with a given agency, and you find that agency is steeped with waste 
and extravagance and perhaps some fraud. 

It is true you report to the Congress but do you in that instance also 
report to the head of that agency and are they given an opportunity 
to correct the wrongdoing, or does that have to await some action on 
the part of the President or the Congress before action is taken ? 

In other words, do you move in right away quick, or is this just a 
matter of a formal report to the Congress ? 

Mr. WerrzeL. Our general policy would be to call attention to that 
as soon as We found it was a factual condition, that the facts were as 
we felt they were. 

In other words, we try to confirm the existence of those conditions 
and see whether they are as bad as they look. 

If they are, we take it up with the agency, with the people who 
are responsible, and with the head of the agency, and try to get him 
tocorrect it. 

We bring it to his attention partly to give him an opportunity to 
have it corrected, and partly to protect ourselves, because it may be 
that our auditors are off the beam and they do not have all the facts. 

Then if it is not corrected we report it to the appropriate congres- 
sional committee, including this one, with the view of the agency. 

If a request comes from a congressional committee, it may be that 
we would have to conduct an investigation and report back to the 
committee and would not be at liberty to disclose our findings to the 
lead of the agency. 

That would be because it would be confidential to that particular 
committee. 

We do have cases of that sort. 

Mr. Ellis, even in his investigations, when they go in and make an 
inspection of a local installation of the Army, they will take things 
up with the local colonel and try to get it corrected at that level. 

If they can’t then we will send a letter over the Comptroller Gen- 
eral’s signature to the Secretary of the Army, calling those things to 
his attention and ask for his action. 

If in a reasonable time he does not resolve the problem, like the 
“storage of airplanes in the open” case, we will report it to congres- 
sional committees, but the same procedure would be followed. 

_ We bring it to the attention of the agency. If they do not correct 
it, we bring it to Congress, if the case is important enough to take up 
the time of Congress. 

Mr. Eis. I would like to interrupt just briefly again to say some- 
thing good about somebody. 

In the Deseret examination in Utah, it is true that we reported at 
least 15 items of waste and extravagance but at the same time we were 
glad to point out that items 12 to 15 were corrected locally because 
Colonel Decker was in a position to do so. The first 11 items con- 
tained 3 upon which the colonel promised or initiated corrective action. 

The other eight were items beyond his jurisdiction but he agreed 
with us on every one of them. 

That is, we sat with him and argued out the facts and figures so that 
he agreed that to reorganize this unit would save so much, to put this 
unit over here would save so much, and that there were 44 enlisted 
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men here and only 7 of them doing anything; the other 37 were keep. 
ing house for the 44, and were unnecessary—he agreed with every 
one of those items before our people even left the post. 

It was gone over in the Department and the Department has already 
taken a number of actions. , 

At Edgewood there were 71 items of waste and extravagance of ql] 
sorts. However, there were almost as many more that we did not even 
report on, that were corrected locally while we were there. This also 
has gone to the Army and there has been no occasion to send it to 
Congress. 

If we can get ample correction through the Department, we figure 
that is our job, to get the thing corrected. We do not think it is ow 
business to invoke the extraordinary aid of Congress except. on ex- 
traordinarily important matters that we can’t get cured by a simple 
process. 

Mr. Osrerrac. May I inquire as to whether there is a conflict be- 
tween GAO and other agencies of Government in the making certain 
that everybody is given full credit for their part of the improvement 
or savings or end results in the interests of good Government? 

For example, you people find that there may be much waste and 
extravagance or something that can be improved, and the agency in 
finding that you are making such a recommendation, sets out to make 
the changes actual and real, and so reports to the Congress and in their 
budget report, thereby taking credit for something perhaps that you 
inspired in the first instance. 

Do you run into that sort of thing, generally speaking, in Govern- 
ment ? 

Mr. Werrzev. We like to have the agency get credit for what they 
will do because that is the best way to get them to do something. 

Mr. Ostertac. You are not fearful that you are not going to get full 
credit: for having been perhaps the main reason for spearheading such 
change? 

Mr. Lone. No, sir; we are not. 

Mr. Werrzev. In the joint progress report we point out in the Post 
Office Department, just for example, the elimination of 435,000 reports 
in 1 area and 520,000 daily financial statements. 

We point out $5 million savings on the direct-deposit procedure. 

As I recall those resulted from suggestions made by GAO. We do 
not care who gets the credit for doing it. 

The main point is that they did it and we are glad to see them do it. 


REPORTS TO CONGRESS 


Mr. OsrertaG. In connection with your work and your recommen- 
dations in your reports, are they directed to the several committees of 
the Congress, including all of the subcommittees of the Appropr'- 
ations Committee so that the Members of Congress may take full ad- 
vantage of your findings and work at the appropriate time? 

In other words, reporting after, let us say, a budget is passed and 
justifications have been looked over, that perhaps does little or no 
good, at least for another year, and maybe by that time it is too late. 

How do you synchronize your reporting and recommendations to 
the work of the Congress? 
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Mr. Lone. We try hard to get our reports up, Mr. Ostertag, in time 

‘0 be of some benefit. I do not think any of us are satisfied, yet, that 
we are as current as we would like to be and as we intend to be, in 
vetting the information up to Congress. 
~ We have so many reports to make that so far it has been impossible 
for us to get all of them, or even most of them up, say for the fiscal 
vear 1954, before January 1955. 
" That is one reason we are trying to depart from this fiscal-year 
jasis of audits and one reason why we are trying to depart from try- 
ing to audit, say, a whole tremendous Government agency, like the 
Defense Department, and make one report. 

It would not mean anything, it would be too late and it would be too 
long to read. 

So we are trying to get manageable segments completed and send 
them to the Congress and the Appropriation Committees. 

The committees receiving our reports sometimes vary according to 
the nature of the report. For example, on a report on the Defense 
Department for some procurement activities we will try to send that 
to both Government Operations Committees, to both Appropriations 
Committees, to the chairman of the Armed Services Committee chair- 
nan so that they will all have that. 

Mr. Osterrac. May I ask about the aircraft and related procure- 
nent report which was referred to in the Comptroller General’s state- 
ment ¢ 

When was that report made to the Appropriations Committee? 

Mr. Werrzet. I think that was at the request of the Appropriations 
Committee. That would be a different type of report. We did that 
as a service to this committee and it was made during the fiscal year 
1954. 

If you can wait just a moment we can give you the date. 

Mr. Puitures. That is to the main committee but not your other 
subcommittee. 

Mr. Osrerrac. I was on the other subcommittee. That is why I 
am asking. 

Mr. Werrzet. That was made at Mr. Taber’s request, I believe, last 
spring. We do many specific jobs for the committees. For example, 
the Appropriations Committee, or one of the Government Operations 
subcommittees will ask us for a particular report. 

We do the work and come back with the report to that committee. 
This particular report was made in April 1954, Mr. Ostertag, on 
arcraft and related procurement in the Defense Department. 

Mr. OstertaG. Is there anything in the same field coming up this 
year ¢ 

Mr. Werrzex. I can’t answer that. Can you, Mr. Long? It de- 
pends on what the committee wants. : 

Mr. Lone. It will not be a similar report to that coming up this 
year. However, as I mentioned earlier in the day we do have this 
ordnance procurement report which should be up here within the next 
6() days. 

POST OFFICE DEPARTMENT OF INVESTIGATION 


_ Mr. Osrerrag. What recommendations does the General Account- 
Ing Office make with regard to findings and studies in connection with 
the Post Office Department ? 





IT am thinking particularly with regard to organization. 

In the pending problem of recl: issifyi ing of postal workers and othe; 
matters of that kind, does that come within the purview of, let us gs; Ly, 
findings, of how money can be saved, or how the organization egy 
be more properly balanced ? 

Mr. Werrze.. We did make some organizational recommendations 
on the Post Office Department, particul: rly the financial aspects, 

We favor the comptroller-type organization which they hay 
adopted. In that connection we recommended that certain accouny. 
ing jobs be put under Classification Act classifications. We even loaned 
them one of Mr. Flynn’s classifiers, as I recall, to help them write w 
the job sheets. . 

We are also working with the appropriate committees up here o) 
this particular Post Office pay bill, but it is a policy question for ¢! 
Congress to decide—let me hasten to add—whether they will have , 
classified service in the field service of the Post Office. 


COMPREHENSIVE AUDIT OF THE FOREIGN OPERATIONS ADMINISTRATION 


Mr. Osterraa. It was pointed out that any study of FOA would 
have to be on a comprehensive basis to mean anything, and particu- 
larly by country. Am I correct in that, Mr. Long? 

Mr. Lona. That is correct, yes. 

Mr. Osrertaa. It is not clear to me why such an audit or investiga. 
tion, has not been taken. 

Is it strictly because you have not had funds to do it? 

Mr. Lona. It is not a question of funds. We have had FOA as. 
signed as a comprehensive audit for some 2 years. The first 6 mon te 
of that period was spent primarily in getting acquainted with wl 
FOA is all about and getting a staff started in Washington. ' 

We did some preliminary survey work in Europe and in the Far 
East. Since that time we have been concentrating on the country-by- 
country programs, picking them up as we can. 

Mr. Ostertac. Inacomprehensive way. 

Mr. Lona. Yes. 

However, because of the way FOA programs are operated and the 
decentralization of the operation of these programs it will necessitate 
our putting more men on the work and getting into the country m 
sions to do the job. Mr. Ostertag, are you familiar with the In ia 
proeram report which was sent up here? 

Mr. Ostertaa. No, I am not. 

Mr. Lona. I will send you a copy of it. 

Mr. Prous. I would also like to have a copy. 

Mr. Osrertac. Then you are moving in on the question of compre- 
hensive audits as fast as you can, but you are limited in the light of the 
general complexity of the thing and the general decentralization 0! 
the vrogram; is that right? 

Mr. Lona. Not entirelv. It gets back to this major problem of per 
sonnel, Mr. Ostertae. There are certain basic audits we have to per 
form by statute. Those receive ton priority and others receive atten- 
tion as we are able to assign priorities and put people on them. 

We have just not been ‘able to put enough people on the FOA jo 
yet. 


f 
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INVESTIGATION OF HOSPITALIZATION OF NON-SERVICE-CON NECTED CASES 


Mr. Osrertac. Mr. Ellis, you made reference to the request of the 
Veterans’ Affairs Committee to investigate the so-called hospitaliza- 
tion of non-service-connected cases. 

Is that an activity that has never actually been undertaken by the 
GAO in any previous audit ? 

Mr. Exuis. We did a very preliminary survey which was sent up 
here to the Appropriations and Veterans Committees, as I recollect, 
which shows that there is a situation requiring examination but be- 
cause of its tremendous scope and its rather sensitive character I did 
not go further into it until the House Committee on Veterans’ Affairs 
asked me to. 

They asked us to make an investigation of those cases which on their 
face appeared to be able to pay. 

We did. We showed that a substantial majority of the cases re- 
ferred to—that is, it was only in the nature of a review of a relatively 
few cases—the substantial majority of them appeared to have ample 
neans to pay for hospitalization. 

They could afford to pay for their hospitalization and signed the 
statement in error. 

That report went to the Veterans’ Administration and they went 
before the committee and a significant change has come out of it. 

The VA has put a revision in their procedures, requiring the veteran 
to state his assets, liabilities, and income. Our prior objection was 
not so much to veterans as a class nor did we allege dishonesty, but 
our prior objection was that the VA hospitals had very little in- 
struction to pay attention to the laws of Congress. 

Item No. 28 on their form is somewhat as follows: 

“Could you pay for this hospitalization,” or some such words. 
Meaning, “Couldn’t you go across the street to a private hospital and 
pay for it?” 

If the man wrote down “Yes,” then under the law he is not eligible. 
There were several cases where a chap would say, “Yes, I can pay 
for it.” 

The clerk would instruct them not to put that down or they could 
not come 1n. 

We think that has now been corrected because the VA has now, 
perhaps as a result of our work and perhaps as a result of the cam- 
paign put on by the American Medical Association, which we, of 
course, had nothing to do with but which happened about the same 
time, or because of the push given by the House committee, the VA has 
now required each veteran to set out pretty fully his assets and liabil- 
ities and then say whether he can afford hospitalization. 

I think that has improved the situation. That question is what I 
am now examining at the request of the House committee. 

Mr. Tuomas. How could the situation be improved ? 

Suppose I go to a veterans’ hospital, or you, or Mr. Rockefeller, 
and sign the affidavit that I am not able to pay. Under the law, no 
one can go behind that affidavit, so what difference does it make and 
how can you improve the situation under those circumstances ? 

a Congress wrote the provisions on that ; you cannot go behind the 
amdavit, 
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Mr. Exxis. I am not so sure that I would be ready to concede thy 
nothing can be done now when a man signs a statement as to assets 
and liabilities. 

If it is false, 18 United States Code 100 has a penalty for false state. 
ment. 

Mr. Tuomas. The legislation going into that proviso will certajy}y 
supersede title 18. 

Mr. Exxis. There have been some cases. 

Mr. Tuomas. Have any been prosecuted ? 

Mr. Exits. I have been told the VA prosecuted several cases down iy 
Tennessee. 

Mr. Tuomas. I doubt it. I do not think there is any known case 0; 
record where there has been a conviction. 

Mr. Exxis. It is true the law might be subject to redefinition becaus 
it is a little ambiguous. 

It is not clear what Congress’ policy is. It says in effect that yoy 
can’t go into the hospital if you can pay for it. ; 

Then they go on to say, “If you say you can’t pay it, VA can 
not question your statement.” 

In effect, the law says anyone can go in if he will say that he can't 
pay for it. 

Mr. Evins. Did the GAO not have an investigation where you in- 
vestigated the so-called questionable cases ? 

Forty-seven people were said to have been admitted improperly 
and when the GAO looked into each case your agency found that had 
not be improperly admitted. 

Mr. Exits. That came to the committee from someone, who, I do 
not know. 

Mr. Evins. Forty-seven were named by the American Medical As- 
sociation as improperly admitted. 

What did you find ? 

Mr. Extis. Several of them were dead, long since and we did not find 
any who could be actually accused. 

Mr. Evins. Forty-seven cases cited by the American Medical Asso- 
ciation as being improperly admitted, were reported to the GAQ, 
there was an investigation and they were all cleared. Is not this 
correct ? 

Mr. Puituips. These reports come in from all over and they ar 
turned over to the GAO, or the investigating staff to look into. 

Sometimes they find them O. K. and sometimes they do not. | 
mean, what is the point ? 

Mr. Evins. This indicates that the case has been overexaggerated 3 
to the number of veterans improperly admitted. 

When the GAO looked into it themselves, they found it was just like 
a lot of other things, it was overly exaggerated and overly magnified 
the reports not correct. 

Mr. Pumps. This committee had definite evidence that prior t0 
the discussion of this in the Congress, the Veterans’ Administration 
in many hospitals prohibited registrars from calling attention to the 
fact that the applicant for admission, by signing the registration ap- 
plication, was in effect making this affidavit. 

And the mere fact that the statement of financial ability has now 
been changed from the back of the sheet to the front of the sheet— 
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have not seen one but as I understand it the new forms have been 
printed in a little heavier type. 

~ Tam not sure but what that has had a deterring effect because the 
veterans in making an application find for the first time that that 
factor enters into it. Then the second thing, the fact that it does 
come up and he has to sign it and he specially if he has to give evi- 
dence of his own property or his own income, a good many of them 
in the last year have themselves voluntarily turned away, so to speak. 

Now they do not enter up on any list. That is not a list of somebody 
who got in and was discovered to have been there illegally. That is 
somebody who never got in and who never actually made a formal 
application but would have done so if it had not been for the publicity 
and activity of the GAO and the VA. 

Mr. Ostertac. In the light of the reference by the Veterans’ Affairs 
Committee, it is my understanding that you are now investigating this 
question of hospitalization of non-service-connected cases, to determine 
whether or not there is a general acceptance of cases where they have 
sufficient means to provide their own hospitalization elsewhere ? 

And in so doing do you determine the resources of each veteran or 
a number of veterans to determine the right and wrong of such admit- 
tance ‘ 

Mr. Exits. Our Washington staff is now working up plans for that 
investigative survey. I have not signed them vet so I can’t say finally 
but it will require that we go behind the record. 

The idea is we think from the record itself we can pick up enough 
cases to get the leads and then from other sources we check on the man’s 
income and his assets. 

In fact the committee made it very plain that we are not restricted 
at all in the extent of that inquiry. 

Mr. Osrertac. If a Congressman indicates in writing that in his 
opinion a bad situation exists either in his district or elsewhere, does 
that automatically bring about a question on the part of your organi- 
zation 

Mr. Werrzet. Mr. Ostertag, we welcome any inquiry from a Mem- 
ber of Congress or any information that he may have about any irregu- 
larities. 

_ On major investigations we usually follow a rule that if something 
is to be done for a committee of Congress we would like to have a 
request from the chairman. But a letter from any Congressman about 
i particular existing situation, such as the Deseret situation in Utah 
which was mentioned as coming from a delegation in Congress, will be 
looked into, as well as any other information coming from the Con- 
gress. 

I may say we give them particular weight because we feel that 
Congressmen are in a special position to have information and that 
they are highly responsible officials who would not make just a use- 
less complaint to the office. 

So we do look into that. 

Mr. Osterrac. Do you find that the Congressmen by and large have 
not abused the privilege of referring bad cases to the GAO? 

lhere has been justification for such referrals / 

Mr. Werrzen. Yes. We have had some very good cases come out of 
referrals by Congressmen and Senators. 
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If they feel there is sufficient behind it that they want it look 
into, we are glad to have it. 

Our general rule is to make the result of that known to the (yy. 
gressman who referred the matter when it is concluded. 

Mr. Purtites. This committee has had a particular interest jn thp 
European office as you know, and we are glad to see you take cred} 
and pride in that phase of your work. Mr. Thomas and T will po 
forget that we had to breathe pretty hard on the back of your neck 
to get vou there at all. 

Mr. Campbell has been in the GAO a short time and Mr. Bailey hy: 
been over about a year now, haven’t you ? 

Mr. Battery. Not quite, sir. 

Mr. Puitures. We find that in the last 6 months there have bee 
serious comments arising in this committee and, whether you know i 
or not, in the Government Operations Committee, which is in the 
process right now of deciding whether it is going to appoint a sub 
committee to look into your agency on some of the details, primarily 
in your European office. 

The word superficial has been used frequently, and immaturi 
if that can be implied to an investigation. This referred to investi 
gations out of the European offices with one of which IT am personally 
familiar. I echo that concern. 

I would only suggest you look into it as soon as you can manage, 
Mr. Campbell and Mr. Bailey. 

Mr. Werrzen. We certainly welcome any of those criticisms. 

We can’t improve if we do not. We had some discussion with 
a member of another committee last week. Although I sympathiz 
with him, we cannot cover everything. 

Mr. Vurseti. Mr. Chairman, as a new member of this subcommitte 
and having observed the questions and the alertness and sincerity of 
the answers, what I take to be general efficiency of the GAO, I aw 
rather glad that we have a good, strong arm of the Congress that does 
such a splendid job of cooperating with us in the interests of mor 
economic and more efficient government. 

I want to congratulate the Comptroller General, Mr, Campbell, ant 
members of his staff, for your honesty in trying to give us all the 
information possible and working constantly for economies in gover! 
ment that are so much needed along with greater efficiency in gover 
ment. 

T may say that I think you exemplify considerable efficiency from 
my observation. 

T note here on page 4, a tabulation that indicates that through you! 
efforts and the cooperation that vou have been able to get. that yol 
have probably broucht into the Treasury over a period of about 5 
years. about $289,069,761. 

Ts that approximately correct ? 

Mr. Campsety. Yes, sir. 

Mr. Voursett. I note on the next chart that apparently for 1959 yol 
have had an anprovriation of about $31,981,000 and that you are ask- 
ing for about $32,100,000, for 1956 ? 

Ts that correct ? 

Mr. Vursetn. That is an increase of only about $119.000 over the 
previous year ? 





Mr. Campsett. We should reduce that by $75,000. The actual in- 
crease IS about $44,000. 

Mr. Vursetu. I am inclined to compliment you again. 

Inasmuch as most of the questions have been pretty well gone into, 
I do not believe, Mr. Chairman, that I have any contribution that I 
ould make. 

Mr. Tuomas. You always make a contribution, Mr. Vursell; you are 
very levelheaded. 

Mr. Vursevt. It would be necessary for me to further indulge the 
members of this committee and the staff to ask further questions. 

I am rather pleased with the fact that you ask for so little more 
money. 

[ want to associate myself with the thought of Mr. Phillips and the 
Pharma that we ought to continue to keep pretty sharp lookout on 
these Government operations by FOA and other agencies overseas. 

Lam glad to know you feel the same w ay about it ; and will look into 
itas thoroughly as you can. 


REQUEST FOR SUPERGRADE POSITIONS 


Mr. Toomas. We note you want a change here, some more super- 
grades. You have 5 grade 18’s shown here (p. 164). You want 
another grade 18 to give you 64 

Mr. CamppeLL. No; we requested two 17’s and one 16. 

Mr. THomas. You have two 17’s and you would want two more? 

Which bureaus have your 17’s ¢ 

Mr. Werrze.. One of these would be for Mr. Brasfield who has now 
been made Deputy Director of Accounting Systems. 

He has done an outstanding job and Mr. Frese has had to divide 
up some of his responsibility w ‘ith him. 

One of those would be for Mr. Brasfield. 

For the other 17, in our Division of Audits we have a similar situa- 
tion. That isa backbreaking job. We feel Mr. Westfall got out just 
in time and we do not want Mr. Long’s back to be broken. “He has the 
audit responsibility for the entire Government. We would like to 
have authority for a Deputy Director there. 

Mr. Tuomas. How m: iny of these 17’s and 18’s do you have in the 
Audit Division ? 

Mr. Werrzet. One 18 and four 16’s. 

Mr. Tuomas. How many 17’s? 

Mr. Werrzev. None. 

Mr. THomas. The Legal Division has one 18 and three 17’s. 

Mr. Werrzen. One 18, two 17’s and one 16. 

Mr. Tuomas. And the Chief is an 18? 

Mr. Werrzen. Yes. 

Mr. Pumps. One of these 17’s is for the European Branch? 

Mr. Werrzen. No, sir. One of the 17’s we would exchange for a 16 
and we would recommend that this be given to the associate chief of 
investigations, 


The other 16 is an additional 16 for the E ‘uropean Branch in Mr. 
Bailey’s office, 


) 
Mr. Prituaps. Don't vou have a supplemental allowance for foreign 
service / 
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Mr. Tuomas. Twenty-five percent plus free medicine plus free th 
plus free that, plus home leave. 

Mr. Lona. You are talking about other departments, Mr. Thom, 
and not GAO? 

Mr. Tuomas. That applies to GAO, too. 

Mr. Werrze.. We were not able to get the former European Brane) 
manager to stay there 2 years. 

Mr. Tuomas. He is all right now. 

Mr. Werrze.. He was made executive director of the Federal Powe, 
Commission. 

Mr. THomas. I mean your present one. 

Mr. Eris. Our people abroad do not get the foreign service rights 

Mr. Puiiires. What do you mean by “rights” ? 

Do you mean the retirement rights or the money rights while you 
are there ? 

Mr. Exxis. You do not begin to get the emoluments and the fring 
benefits. I do not suggest whether they should. 

Mr. Pumps. I knew you did not get the trips home, the vacation 

rights, but I thought you got the increased salary rate. 

Mr. Camprett. We do not get schooling, either. 

Mr. Fisner. There is an extra allowance for quarters and a pos 
allowance. 

Mr. Troomas. You were not brought in under the same provision 
as in the State Department ? 

Mr. Freney. No, sir. Our employees get quarters allowances, post 
sllowances, and transportation to the United States and return o 
leave after completion of a 2-year assignment, providing they sign up 
for an additional tour of duty before returning to the U nited State 

We understand the administration is sponsoring legislation t th 
make allowances uniform for all civilian personnel serving abroad, 
including: Quarters allowances; temporary lodging allowances; cost 
of living allowances (post allowances, transfer allowances, educatio! 
allowances, storage allowances) ; health and medical services. 

Mr, Proniirs. W hy should you have an educational program for 
children? Do they have to pay for it? 

Mr. THomas. You would have to pay it if you educated your 
dren in this country. 

Mr. Frenry. Our employees must pay for the education of thei 
children, whether they attend French public schools or private school 
Mr. Bailey can probably give you more information on that. 

Mr. Barter. In the case of my daughter, I pay $300 a year for ! 
schooling. She is of high school age. 

Here she would get that without cost tome. It would come out o! 
the taxes which I normally pay. 

The same thing applies in a different ratio, depending on the age 

Mr. Tuomas. I know a provision has been written into the civ 
service appropriation bill every year that says the number of people 
in a division of any particular agency is not necessarily a determining 
factor in civil service grade. 

I have noticed the Cl aims Division. They have roughly 700 peop!’ 
and at the head of it isa grade 16. 

I am not telling you “how to run your business but I do not quit? 
understand the disparity, there, between that division and some of the 
other divisions. 
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(hank you, gentlemen, very much. 
It is always nice to see you and we wish you all a lot of good luck. 
-" Mr. CampsetL. Thank you, Mr. Chairman. 


AVERAGE NUMBER OF EMPLOYEES 
anch 


(The following information was submitted at the request of the 
mittee for insertion in the record :) 
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